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WEDNESDAY, JANUARY 30, 1952 


UNITED STATE SENATE, 
SUBCOMMITTEE ON MosBiILiIzATION AND PROCUREMENT 
OF THE SELECT COMMITTEE ON SMALL BUSINESS, 
Washington, FPG, 


The subcommittee met, pursuant to call, at 10:30 a, m., in room 457, 
Senate Oflice Building, Senator Blair Moody (chairman of the sub- 
committee ) presiding. 

Present : Senators Moody and Gillette. 

Aso present : Charles M. Noone, committee counsel ; Walter B. Stults, 
assistant staff director; William D. Amis, investigator; and Henry 
Minot, administrative assistant to Senator Saltonstall. 

Senator Moopy. This is a hearing of the Subcommittee on Mobiliza- 
tion and Procurement of the Senate Small Business Committee. 
‘Today’s hearing is the first of a series for this session relating to mili- 
tary procurement. 

The Senate Small Business Committee has received numerous ap- 
peals from small manufacturing concerns throughout the country who 
have been faced with problems arising from the mobilization program. 

They have sought the assistance of this committee in obtaining con- 
tracts which would enable them to keep going. All of them have 
stated that they have idle facilities, and many of them have stated 
that they face complet e shut-downs unless they are given an oppor- 
tunity to produce defense items. 

In an effort to help small manufacturing concerns during this mobi- 
lization period, the Senate Small Business Committee has urged time 
and again that the Department of Defense place a maximum number 
of contracts with small businesses. 

We realize, of course, that the facilities and management of large 
business is a necessity and a great asset to the country at a time when 
we must mobilize, but we feel also that the facilities and skill of small 
business should be utilized to the utmost, and particularly that steps 
should be taken that we should not use scarce materials at a time when 
the lack of material is bringing about unemployment and putting 
people out of business in m: iny communities in aw ay that is not neces 
sary when facilities exist. 

Now the Department of Defense has initiated a program directed to 
that end—to the use of small-business facilities. ge. in the 
opinion of the committee much remains to be done by the military 
agencies if small business, and particularly the small manufacturing 
concern, is to play its full and proper part in the defense effort. 

The committee learned recently that the Department of the Air 
Force had awarded a contract to the General Motors Corp. to build 
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landing gear struts for the F—-84 and the F-86 airplanes. On April 
16, 1951, the Air Force awarded a facilities contract to General Motors 
for this purpose. The Air Force thereafter recommended to the De- 
fense Production Administration that the General Motors Corp. be 
granted a certificate of tax amortization on a plant to be built at Day- 
ton, Ohio. The plant was to cost in excess of $11,000,000 and approxi- 
mately one-half of the plant was to be used for the manufacture of the 
landing gear struts. 

So far as we have been able to determine there was no indication 
that General Motors sought this contract. I have word from the 
president of that company, C. E. Wilson, not on this particular con- 
tract, but on others, that they do not want to have the Government 
spend an unnecessary cent with them because they are anxious to use 
their facilities where they are needed. _ 

So I would like to point out in starting here that this is not a matter 
of contest between large and small business; it is a question of protect- 
ing small business and of using the productive facilities of the country 
which exist in both large and small business to the utmost in this state 
of emergency. 

On December 19, 1951, the Defense Production Administration 
granted a certificate of amortization to the General Motors Corp. for 
approximately $7,500,000. 

Under the provisions of the Defense Production Act, certificates 
of tax-amortization deduction may be granted if in the opinion of 
the contracting ageney—in this case the Air Foree—and in the opinion 
of the Defense Production Administration, adequate facilities are 
not available. 

In the face of the appeals received from manufacturing concerns 
throughout the country seeking defense contracts, this committee con- 
ducted inquiries to determine if in fact the contract for landing-gear 
struts could have been placed in existing plants, thus obviating the 
necessity for building a new plant. 

As the Director of Mobilization has stated a number of times—the 
last time during a meeting which was held about a month ago in the 
office of Mr. Wilson, where there were nine automobile company heads, 
a number of union people, and a number of procurement oflicers of 
Government present—it is the policy of the Government not to expand 
our industrial capacity where it is unnecessary because that consumes 
materials that are keeping people from working in both small busi- 
ness and large business. Of course, we are as a nation expanding 
our capacity to produce along essential lines, but it 1s not the policy 
of Government, as I understand it, to make expansion of facilities 
where there are facilities already able to do the work that is required. 
And certainly it should not be the policy of the Government to do 
that. 

Representatives of three manufacturing concerns have advised this 
committee that they are qualified to produce the struts in question 
but that they were not offered an opportunity to do so, 

Today we shall hear from represenatives of those companies and 
will question them as to their facilities and their efforts to obtain 
other defense work. 

We shall then hear from representatives of the Air Force and the 
Defense Production Administration. 
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Our primary purpose is to determine whether the military is mak- 
ing a determined effort te integrate small businesses into the military 
procurement program. é 

Is Mr. Streicher, of Monroe Auto Equipment Co. of Monroe, Mich., 
here ¢ 

Mr. Srrercuer. Yes. 

Senator Moopy. Will you take the stand, Mr. Streicher, please 

Mr. Streicher, do you solemnly swear your testimony before this 
committee will be the truth, the whole truth, and nothing but the 
truth, so help you God? 

Mr. Srremcuer. I do, 

Senator Moony. You are here under subpena, Mr. Streicher? 

Mr. Srreacner. That is right. 

Senator Moopy. As are all the other witnesses. 

Will you give us your name and address, please ? 

Mr. Srretcuer. George M. Streicher, manufacturing vice president, 
Monroe Equipment Co., Monroe, Mich. 

Senator Moopy. You are accompanied here by Mr. Smith and Mr. 
Woodward this morning, are you not? 

Mr. Srreicuer. That is right. 

Senator Moopy. Would Mr. Smith and Mr. Woodward come for- 
ward also, please ? 

Do you gentlemen solemnly swear your testimony before this com- 
mittee will be the truth, the whole truth, and nothing but the truth, 
so help you God? 

Mr. Siri. I do. 

Mr. Woopwarop. I do. 


TESTIMONY OF GEORGE M. STREICHER, MANUFACTURING VICE 
PRESIDENT; C. J. SMITH, VICE PRESIDENT IN CHARGE OF ENGI- 
NEERING; WILLIAM L. WOODWARD, JR., CONTRACT COORDI- 
NATOR, MONROE AUTO EQUIPMENT CO. 


Senator Moony. Mr. Streicher, I take it you are the principal 
spokesman for the company here this morning ¢ 

Mr. Srreicugr. No, Mr. Woodward will be. 

Senator Moopy. Mr. Woodward will be? 

Mr. Srreicuer. He is more familiar with the program. 

Senator Moopy. All right. 

Mr. Woodward, I take it you are the principal spokesman for the 
company, then ? 

Mr. Woopwarp. Yes. 

Senator Moopy. Will you give the name and location and describe 
the productive capacity of your company, please ? 

Mr. Woopwarp. Yes. This facility, which is the American 
Bantam—— 

Senator Moopy. Will you speak louder, please ? 

Mr. Woopwanrp. The facility is the American Bantam Car Co., lo- 
cated in Butler, Pa. At the present time the class B common stock 

Senator Moopy. We are interested in the Monroe Auto Equipment 
Co., Mr. Woodward, first. 

Mr. Woopwarp. Well, the Monroe Auto Equipment Co. is a company 
located in Monroe, Mich., and its principal products are hydraulic 
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shock absorbers. The facility, however, that we are talking about is 
located in Butler, Pa. 

Now, if you will tell me, Senator, just what you want from me as 
to either company. 

Senator Moopy. You say the facility you are talking about is in 
Butler, Pa. ? 

Mr. Woopwarp. Yes; it is located in Butler, Pa. 

Senator Moopy. Now, how many employees do you have, Mr. Wood- 
ward ¢ 

Mr. Woopwarp. The Monroe Auto Equipment Co. has approxi- 
mately 1,800 employees. 

Senator Moopy. Where are they located / 

Mr. Woopwarp. They are located in Monroe, Mich., in three plants— 
there are three plants, two in Monroe, Mich, plant 1 and plant 4, and 
one plant in Hillsdale, Mich., having a total of approximately 1,800 
employees. 

Senator Moony. Isee. Does your company havea history of defense 
work in the Second World War? 

Mr. Woopwarp. Yes. During the Second World War we manu- 
factured approximately 100,000,000 20-millimeter projectiles for the 
Navy. We produced approximately 75 percent of all tank shock ab- 
sorbers, about 50 percent of all tank seats. We produced a 2.25 rocket 
motor for the Navy. We made actuating and activating valves and 
evlinders for Curtiss-Wright. 

That, in general, was our World War experience. 

Senator Moopy. Do you have any other contracts with the military 
now ¢ 

Mr. Woopwarp. At the present time we are producing 57-millimeter 
projectiles for the Army, tank seats, both directly for the Army and 
for outside producers of tanks and heavy equipment. We produce 
a base fuse hole plug for the Navy, and approximately 60 percent of all 
tank shock absorbers being used at this time. 

Senator Moopy. Has there ever been any complaint about your 
work / 

Mr. Woopwarp. No. 

Senator Moopy. Your contracts have all been successfully com- 
pleted and you have, as far as you know, a good production standing 
with the Department of Defense? 

Mr. Woopwarp. That is true. 

Senator Moopy. Can you tell me whether you are conducting any 
experiments or whether you have any advanced ideas at the present 
time with regard to such things as automobile radiators ? 

What I am trying to do by this testimony is to establish your compe- 
tency in this situation. 

Mr. Woopwarp. I see, Senator. 

We have a development contract with the Detroit Arsenal out of the 
Detroit Ordnance District to produce an oil cooler, which is a radiator 
for tanks, and are ready to deliver the first sample. This is a produc- 
tion sample. There will be 25 of them, and the first will be delivered 
very shortly. 

Senator Moopy. An oil cooler for tanks? 

Mr. Woopwarp. Yes. In addition to that we are producing for the 
Willvs-Overland Corp., have been working with them, for the jeep 
a radiator, and I would like Mr. Smith, who is our vice president in 
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charge of engineering, to explain to you a little bit about this oil 
cooler, since the manner of production and materials used will save 
a great deal of copper, which is strategic at this moment. 

Senator Moopy. That is a matter of great interest, not only to this 
committee, but to a great many other people, because of the shortage 
of copper at the present time which is forcing a cut-back in civilian 
production, which has disemployed a ~ it many people both in large 
and small business. As I understand it, this experimental radiator 
that you have requires much less copper th in any radiator now being 
used. Is that correct ? 

Mr. Woopwarp. That is true. And, Senator, this was brought out 
Wednesday a week ago at an SAE (Society of Automotive Engineers) 
meeting in Detroit, explained to the news and also to some automotive 
companies, 

Senator Moopy. Has this radiator ever been installed in any auto- 
mobiles ? 

Mr. Woopwarp. I would like Mr. Smith to answer, if you like, be- 
cause he is familiar with the entire development program engineering- 
wise. 

Senator Moopy. I think this bears not only on a very important 
subject, but it bears on the competency of this company. I think I 
would like to ask him a few questions on it. 

Will vou tell us about this radiator, Mr. Smith? 

Mr. Smiru. The radiator has been in development for a period of 
some time, starting back in 1942. It has been tested by the Ordnance 
Department on jeeps, trucks, and passenger-car equipment. It has 
had tests at Aberdeen Proving Ground, at E] Centro, which is a 
desert proving ground, General Motors proving ground, du Pont Co. 
several other large manufacturers, and was tested over a period of 
approximately 2 years and with mileages as high as 72,000 miles. 

We picked this development up here about a year ago and have made 
approximately eight samples for Willys-Over land jeep. We are able 
to cool the jeep with the same dimensional sizes as used with the copper 
radiator oa cut down the usage of copper to around 41% pounds. 

Senator Moopy. Four and one-half pounds per jeep radiator ? 

Mr. Smiru. That is right. 

Senator Moopy. How many pounds of copper did a jeep radiator 
use previously ? 

Mr. Smirn. 18.18. 

Senator Moopy. Have any of these radiators manufactured by you 
been installed in any orthodox passenger cars / 

Mr. Smirn. No. We are in the process of making samples for var- 
ious companies such as Ford, Chrysler, the jeep radiator fitting also 
a passenger car that Willys makes. It is the same radiator that is used 
on the station wagon. 

Senator Moopy. I have been told that one company, General Motors, 
has been making extensive experiments with a steel radiator—I think 
chiefly a steel radiator—and they have had some difficulty with it on 
the road. 

Mr. Smiru. Actually there is no comparison between the two con- 
structions. 

Senator Moopy. You mean between the construction of your radi- 
ator and the radiator that has been used by General Motors in its 
cars; 1s that correct / 
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Mr. Smirn. That is correct. We are using a copper-coated steel, 
and the copper-coated steel] in itself is not free of corrosion. In other 
words, you have a very thin coating of copper which has pinholes and 
impurities between the cooper and the steel, and unless a process 1s put 
on that material other than the way it is made, it will corrode just as 
fast as the plain steel. 

Senator Moopy. Are you speaking now of your radiator or the one 
being tried ¢ 

Mr. Smirn. The one being tried by General Motors. 

Senator Moopy. How does yours differ ? 

Mr. Smirx. We build ours through a furnace which is a hydrogen 
brazing furnace, and in that process we add the copper that fills all 
the pores and at the same time makes a bond between the tube section 
and the fin section. A Harrison type of radiator is made in two 
fashions, one with tubes and fins, and the other one by laminating 
corrugations together. 

Senator Moopy. You say you have produced eight of these for 
Willys? 

Mr. Smirn. We have actually produced eight jeep samples and quite 
a numerous amount of small sections of coil to be checked. 

Senator Moopy. To what extent have they been tested? 

Mr. Smiru. They have been checked for cooling and are in the 
process of being checked for corrosion. 

Senator Moony. This is not the same type of radiator you build for 
the tanks, I take it? 

Mr. Smiru. This will be approximately the same type of construc- 
tion as we are building for tanks. 

Senator Moopy. Will they be oil-cooled ? 

Mr. Sutrn. The tank’s radiator is an oil cooler. It is not used in 
the same manner at all of tank engines and air-cooled engines, and the 
oil gets so hot they have to cool the oil, and this radiator is used for 
an oil cooler 

Senator Moopy. I see. To what extent do you feel confident today 
that your radiator has been developed sufficiently so that it can be used 
in passenger cars / 

Mr. Smiru. We feel that the radiator is a good radiator. 

Senator Moopy. Would the proportion of copper to steel be the same 
as if it were made larger for Fords, Buicks ? 

Mr. SmirH. I would say we will be able to make radiators any- 
where from 4 pounds to 5 pounds of copper per radiator. 

Senator Moopy. For automobiles ¢ 

Mr. Smitn. That is right. 

Senator Moopy. How many pounds are there normally in an ordi- 
nary automoblie radiator ¢ 

Mr. Smiru. It depends on the automobile. Some of the smaller 
cars use more copper than some of the larger cars. Actually a Ford, 
I believe, will use in the neighborhood of 20 pounds of copper, whereas 
some of the larger cars will be down as low as 17 pounds. A Plymouth 
today will use about 13 pounds. 

So depending on how much effort each company has made to get 
copper out. our statement should be that we will use from 4 to 5 pounds 
of copper in a radiator construction. 

Senator Moopy. I see. And you are confident those radiators will 
operate ¢ 
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Mr. Smrru. We are confident they will go out and do a job of cool- 
ing. We might have to sacrifice a little in weight. Our steel radia- 
tor will weigh a little more than a copper radiator—nothing that 
will put it out of line as far as usage is concerned. 

Senator Moony. How quickly ‘could you get into production ? 

Mr. Smrrn. That I would have to leave up to somebody who would 
know more about delivery of tools and so on and so forth. 

Senator Moopy. I am sure you recognize the significance of this as 
well as Ido. There are 125,000 people unemployed in Detroit today, 
largely because of shortage of copper which is needed largely for ra- 
diators. And if you can build a radiator that takes one-quarter of 
the copper that an ordinary radiator takes, you will not only acquire 
some business, but you may provide employment for a great many 
more people than your company can employ. 

Mr. Smiru. We have approached each of the car manufacturers. 
I would say they all are familiar with the construction. 

Senator Moony. What is the attitude of the car manufacturers? 

Mr. Smrriu. I would say that it is very good. 

Senator Moopy. They are anxious to get your product, are they ? 

Mr. Surru. They are anxious to get samples and get testing them. 

Senator Moony. Senator Gillette? 

Senator Gitterre. What is to prevent them from getting it, then, 
if they are anxious to use it? If they approve of it, “what is to pre- 
vent their getting it or going into that type of production ? 

Mr. Smiri. Each one will probably want to run their own tests and 
also prove them for corrosion standpoint. 

Senator Gitterre. They have not, then, proved their staying quali- 
ties as to corrosion ¢ 

Mr. Smiru. Right. 

Senator Gititerre. They have not yet satisfied themselves as to 
their value over a long period of time? 

Mr. Smiru. That is correct. 

Senator GILLETTE. Then they are not ready at this time? 

Mr. Smirn. They are just in the process of getting samples. 

Se nator Giuterre. But you are confident that your production 
there will stand up? 

Mr. Smirn. We are quite confident of the thing, otherwise we 
would not be spending so much money. 

Senator Gitterre. Do you control the patents over it. 

Mr. Surru. We have the manufacturing rights of this particular 
item; yes. 

Senator Giititerre. Then if these other companies undertake it, they 
take it either under contract to you or having authority from you to 
use your product ? 

Mr. Smiru. I would say that is correct. 

Senator Gitterre. That is all, Mr. Chairman. 

Senator Moopy. To what extent have your experiments on this 
copper-steel radiator gone forward? How thoroughly have your tests 
been, now ? 

Mr. Smirn. Let’s say that they are just under way at this present 
time, but similar construction has been tested in the past over a period 
of 2 years. It depends upon what you call good. 

Senator Moopy. Where and by whom has it been tested ? 
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Mr, Smiru. It has been tested by Army Ordnance during the last 
war. It has been checked by various companies for Army Ordnance. 
Du Pont have run some tests on corrosion for the Ordnance Depart- 
ment. The desert proving ground ran tests for Army Ordnance, 
Aberdeen Proving Grounds, and all of those tests have recommended 
the use of the radiator. 

Senator Moopy. So you have affirmative recommendations for the 
use of this radiator for military purposes 4 

Mr. Smriru. From previous tests run by military personnel. 

Senator Moopy. Previous tests run by military personnel ? 

Mr. Smiru. Yes. 

Senator Moopy. Is that the reason you are confident that these will 
now hold up 

Mr. Smirn. Yes. I have gone through most of those reports, and 
you find very few recommendations that are not in the affirmative. 
In other words, in all cases they recommend the use of the radiator as 
being comparable to or better than— 

Senator Moopy. An ordinary radiator. 

Mr. Smiryu. That is right. 

Senator Moopy. I see. 

Now, are you qualified to produce a landing gear for the F—-84 and 
the F-86? 

Mr. Smirxe. We feel that we are, sir. 

Senator Moopy. Have you ever built anything like that before ¢ 

Mr. Smiryu. Our shoc k absorber is somewhat similar. It has to 
do with the working of hydraulics under high pressures, and I think 
they are quite comparable. 

Senator Moopy. They are quite comparable ? 

Mr. Smirnu. Yes. 

Senator Moopy. Did vou bid on the contract to make landing gears 
for these fighter airplanes / 

Mr. Smiru. I do not believe we did. 

Senator Moopy. Were you ever asked to bid ¢ 

Mr. Smirx. I will let Mr. Woodward answer those questions, 
Senator. 

Senator Moopy. Mr. Woodward. 

Mr. Woopwarv. We placed before the Air Force at Wright Field 
approximately 2 years ago this facility and looked into the possi- 
bility of producing aircraft struts. 

Senator Moopy. You did ? 

Mr. Woopwarp. Yes, and left a brochure with them. 

Senator Moopy. You informed the Matériels Division of the Air 
Force at Wright Field that you were able to produce aircraft struts? 

Mr. Woopwarp. That we were interested in getting prints and 
building struts for the Air Force. 

Senator Moopvy. How much tooling would it take? 

Mr. Woopwarp. We have not yet had the prints, the detailed prints 
on the particular strut involved, other than to look at them summarily 
vesterday. 

Senator Moopy. I see. 

Mr. Woopwarp. And while we have some equipment in the plant, 
I think we would have to say that we would need complete equipment 
in the building under discussion to produce this strut, although I think 
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that anyone would who is not producing struts, because most of it 
is specialized equipment. 

Senator Moopy. If the Air Force should provide the equipment 
or most of it, do you have the engineering know-how to produce those 
struts ¢ , 

Mr. Woopwarp. We feel that we do. 

Senator Moopy. What facilities do you have to do these things 
now ¢ 

Mr. Woopwarp. The American Bantam Car Co. is the plant that 
we would use to build the strut. It is located in Butler, Pa. It has 
approximately 830,000 square feet. At the present time that entire 
facility, a very small percentage—I would say 10 percent capacity— 
is used as a job shop with about 150 people. And this American 
Bantam Car Co., the common stock of that company, 90 percent of 
it, is owned by Monroe Equipment Co. The company is presently 
under reorganization, chapter 10, and the business that Monroe is 
presently doing there is being done along with the consent of the 
trustee. 

Senator Moopy. I see. 

Are your three plants in Michigan now fully occupied ¢ 

Mr. Woopwarp. They are occupied, and to produce a strut we 
would have to have floor space other than that located in Monroe. 

Senator Moopy. I see. 

Mr. Woopwarp. We would do some of the work in Monroe, however. 

Senator Moopy. I was just going to ask that question—whether 
you would put as much of the work as you could in Monroe. 

Mr. Woopwarp. Senator, that is a little hard to answer percentage- 
wise at this time, since I say we have not had the opportunity to really 
study the production set-up for struts sufficiently to tell you. But I 

can say that considerable amount of subcontract. work or division of 
the production would be done in Monroe. 

Senator Moopy. The first time you ever saw the blueprints on this 
job was yesterday; is that right? 

Mr. Woopwarp. No; I saw the blueprint approximately 10 days 
ago, or 2 weeks, and vesterday Mr. Smith—we came down, because 
we were unable to get the print. At the time I was not allowed to take 
the only print available with me. So that engineering and manufac- 
turing yesterday saw it for the first time. 

Senator Moopy. I see: but when did you leave the brochure for 
building landing struts at Dayton ? 

Mr. Woopwarp. My best guess on that, Senator—I attempted to 
determine it—was 1949. 

Senator Moony. In 1949? 

Mr. Woopwarp. Yes; 1949 or 1950, latter 1949 or 1950. 

Senator Moopy. How did you happen to see these blueprints your- 
self 10 days ago? Did you take inquiry? 

Mr. Woopwarp. No. I was asked to come to Washington to dis- 
cuss it by the committee. 

Senator Moony. By the committee ? 

Mr. Woopwarp. Yes. 

Senator Moony. Did either the Air Force or the Defense Produe- 
tion Administration ever contact you in connection with your appli- 
cation made in 1949 to be considered as a possible aircraft strut 
manufacturer ¢ 
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Mr. Woopwarp. Contact us to ask us to make a strut ? 

Senator Moopy. You made application to be considered as an air- 
craft strut manufacturer / 

Mr. Woopwarp. Yes. 

Senator Moopy. Did you ever have any response from the Govern- 
ment, from the Air Force, from DPA, or anyone else, to that appli- 
cation filed by you in 1949? 

Mr. Woopwarp. Not to my knowledge. 

Senator Moopy. And until this committee intervened, as far as you 
know you were not being considered in that connection; is that 
correct ¢ 

Mr. Woopwarp. Well, I would like to say this: That after going to 
Wright Field and presenting the brochure and evidencing an “interest 
in struts, we were then aske d to contact the Cleveland Pneumatic Co., 
who is more or less the prime contractor in the field of landing-gear 
struts. And talking with them at that time, they had a strut integr a- 
tion committee, and they thought at that time it would be very difficult 
to set up an independent source since present facilities could handle 
the present requirements. 

Senator Moopy. You mean the requirements at that time? 

Mr. Woopwarp. Yes; and that we might be called upon later as a 
subcontractor to build some part of it. 

Now after that, Senator, we heard no further. 

Senator Moopy. Well, did the Cleveland Pneumatic Tool Co. men- 
tion at that time that a new plant was to be built to do this work? 

Mr. Woopwarp. No, I don't think that was the case at that time. 

Senator Moopy. So you talked not only with the people at Wright 
Field, but you also talked with the private company that has been 
given the primary responsioility in this field, namely, Cleveland 
Pneumatic, and evinced your interest and stated you were able to 
build these struts if they would give you a contract; is that correct ? 

Mr. Woopwarp. That is correct, and we were referred there by 
Wright Field. 

Senator Moopy. Now if you were awarded a contract such as the 
one that is under discussion, do you feel you would be able to take it 
on immediately ? 

Mr. Woopwarp. Well, the situation is that the Butler plant is 
pres ntly available. It is a good labor area. There is considerable 
hie@h-skilled labor available. We have engineering know-how, we are 
hydraulic people, and believe that we could produce a strut in the 
American Bantam Car plant. 

Senator Moopy. How long have you been in business, Mr. Wood- 
ward ¢ 

Mr. Woopwarp. The Monroe Auto Equipment Co., I think, was 
organized in 1916. 

Senator Moopy. How do you stand as independent hydraulic man- 
ufacturers ¢ 

Mr. Woopwarp. Monroe Auto Equipment is the largest independent 
shock absorber manufacturer and ride control, building for most of 
the automotive companies—F ord, Nash, Packard, Hudson, Kaiser- 
Frazer, Studebaker, Willvys-Overland, Dodge truck. 

Senator Moopy. So none of those companies has ever questioned 
your competency to do hydraulic work, I take it? 
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Mr. Woopwarp. No; we have been producing shock absorbers’ for 
them at the rate of approximately 35,000 a day for years. 

Senator Moopy. It appears to me that if you were given this con- 
tract you could handle it. 

Thank you very much for coming down, gentlemen. 

Mr. Woopwarp. Are we excused, Senator ? 

Senator Moopy. Yes; thank you very much. 

Mr. Woopwarp. Thank you. 

Senator Moony. Is Mr. Clarence Kirkland here? 

Mr. Kirrkuanp. Yes. 

Senator Moopy. Is Mr. O. V. Tyler with you? 

Mr. Kirkianp. No, he did not come in with me. Mr. Robinson is 
here. 

Senator Moopy. Do you gentlemen solemnly swear your testimony 
before this committee will be the truth, the whole truth, and nothing 
but the truth, so help you God? 

Mr. Kirkuanp. I do. 

Mr. Rosrnson. I do. 

Senator Moopy. I am inviting your Nebraska Senators to come 
down if they would like to. [am having committee counsel call them. 

Mr. Kirkianp. Also the lowa Senators. 

Senator Moopy. Iowa? 

Mr. Kirkuanp. Yes, they all ought to hear it. 

Senator Moopy. Senator Gillette was here a few moments ago, and I 
believe he will be back in a few minutes. 


TESTIMONY OF CLARENCE KIRKLAND AND RICHARD E. ROBINSON, 
OMAHA INDUSTRIES, INC., OMAHA, NEBR. 


Senator Moopy. Mr. Kirkland, state your name and address, please. 

Mr. Kirktanp. My name is Clarence Kirkland; address is Omaha 
Industries, Inc., 1305 Farnum Street, Omaha, Nebr. 

Senator Moopy. State your name and address, please, Mr. Robin- 
son. 

Mr. Roprnson. Richard E. Robinson, counsel for Omaha Industries, 
Inc., Omaha, Nebr. 

Senator Moopy. I regret that it was impossible to postpone this 
hearing, Mr. Kirkland, but as I explained to Senator Butler yesterday, 
we had other people coming down here and it would not have been 
fair at that date to change the date and make them change their 
plans. 

Mr. Kirkianp. That is quite all right, Senator. 

Senator Moony. We would have been glad to oblige you if possible, 
but I think we had to go ahead because ‘of the other people. 

Mr. Kirkianp. We are very busy right now, and right at this time 
both Mr. Tyler and I could not come, so I left him home at work and I 
came in. 

Senator Moopy. Will you please tell us the nature of your business / 
It isa pool, is it not ¢ 

Mr. Kirkianp. Before I do that, Senator, if I may, I would like for 
the sake of the record, at least, to make the observation that I am in 
here by subpena, and I found out yesterday that means you have got 
to come orelse. So 1 came twelve hundred and some miles to be present 
with you. 
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Senator Moopy. Did you not want to come? 

Mr. Kirkianp. No, I did not want tocome. I wanted to stay home 
and work, because we have got a lot of things to do. However, now 
that I am here, I am very happy that I did come in, because it gives 
me at least an opportunity on behalf of the afliliates of Omaha Indus- 
tries of Nebraska and western Iowa to express thanks to the committee 
and the staff, and also to Senator Sparkman for the creation of the 
Small Defense Plants Administration in connection with the amend- 
ment to the National Production Act of July. Because I feel through 
that law we are going to be able to develop some really worth- while 
oper itions out in our area insofar as small business, is concerned. 

Senator Moopy. In the Banking ~~ Currency Committee Senator 
Sparkman and some of the rest of us put that amendment on the 
National Production Act, as you piuaautinans and I believe that the 
President appointed an excellent man as administrator of that act 
General Taylor. 

Mr. KirkLanp. There is no question about it. 

Senator Moopy. And he is going at the job very vigorously. 

fr. KirkLanb. I am very happy about it, but he was appointed 
awful late and he had a hard start, but I think he has covered a lot 
of ground since he has been there, and with our help I think he can 
cover some more, 

| would like to make a couple of other observations, if I may, 
senator. 

Senator Moopy. Go ahead. ; 

Mr. Kirkianp. Number 1: Omaha Industries, Inc., feels very kind 
ly toward and friendly to the Air Force. They have been the nicest to 
us since our reactivation last April—— 

Senator Moopy. So does this committee feel very kindly toward the 
Air Force. We a an Air Force and feel it is well run. However, 
we do not feel it is perfectly run, and we are trying to help the Air 
Force find the fea in the outfit, if you see what I mean. 

Mr. Kirknanp. | agree, and I am very happy to give any answer to 
any question ot the committee. I wanted you to know I wasn’t in 
- ‘re trying to show up the Air Force. } 

nator Moopy. We are not either. 

Mr. KirkKLANpb. They are doing a good job; and General Motors, be 
cause we are bidding on parts to build on the F—-S4 from their plant at 
Kansas City. They have been very nice to us. General Motors is my 
old alma mater. 

Senator Moopy. It is not a question of attacking anybody. 

Mr. Kirkianp. Fine. 

Senator Moopy. We are trying to find out the facts, and we are 
trying to see what should be done in this specific situation. We are 
trying to encourage the Armed Forces to deal with small business 
when the ‘y can and also to use existing facilities when they can. 

One reason given by Mr. Wilson and Mr. Fleischmann for the 
necessity of cutting back civilian industries, making it very difficult 
for small business particularly to operate at all in some cases, has been 
the fact that we are having to expand our productive facilities. 

Mr. Kirkianp. Right. 

Senator Moopy. Now we have sauncned a program of parallel 
plants in this country (which is a good thing from the standpoint of 
defending the country) ; and having to build some new facilities takes 
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a lot of material, and because it takes a lot of material, small busi- 
nesses are not getting as much as they otherwise would and personnel 
are out of work. Therefore we do not want to have any more plants 
built than necessary. 

Mr. Kirkianp. That is right. 

Senator Moopy. When there are existing facilities to do the work. 

Your reference to General Motors a minute ago—I do not know 
whether you were here when the hearing started, but I said specifically 
that I have been assured by General Motors that they do not want to 
take any extra Government money, nor do they want work which 
would cost the Government money if it were not necessary. 

Mr. KimkLanp. I am sure of it. 

Senator Moopy. This is not an attack on anybody, this is an effort 
to find out the best way you can do the job. 

Mr. Kirknanp. Right. 

Senator Moopy. So you can testify very freely and give us the facts 
without feeling you are undermining anybody you have to do business 
with. ' 

Mr. Kirkrianp. Fine. 

Senator Moopy. Will you tell us about your company / 

Mr. Kirktanp. Let me ask one more question. How much time 
will you give me? I want to know which story to tell you, the long one 
or the short one. 

Senator Moopy. Do not give us the long one, give us the one about 
this particular situation, 

Mr. Kirkianp. What I will have to do, then, is tell you where we 
were, Where we are, and where we would like to go. Can I put it down 
tothat? If Lam here, coming 1,200 miles, I have got to do a little sell- 
Ing or else I had better not come out here. 

Senator Moopy. Go ahead, 

Mr. Kirkianp. Well, Omaha Industries, Inc... was conceived just 10 
years ago in Omaha, in early February 1942. At that time we were in 
a war, and Donald Nelson and others who were heading up the mobili 
zation of this Nation as a whole wanted the productive capacity of all 
the plants and all the equipment, lathes, and other things put into 
service. 

Well, our people in Omaha, Nebr. and western Lowa area had certain 
skills in small plants who wanted to do something in behalf of the 
defense effort but found it extremely difficult to secure any direct prime 
contracts from the Government primarily because they did not have 
the representatives to get them. They did have the know-how, but 
they frankly were not interested in an end item. They were particu- 
larly interested in the part that their shop could do. A job shop with 
punch presses or screw mac ‘hines or something else wanted that kind of 
work. They did not want to take a job and sub-out 80 to 85 percent in 
order to do 15 or 20 percent of it. 

So Omaha Industries, made up of a group of individual businesses in 
Omaha, Nebr., and western Lowa, capable of producing for the war 
effort back in 1942, felt that if it would be possible to create a non- 
profit corporation, head it up by a group of elected directors to serve 
without pay. that it might be possible through the assistance of the 
War Productiion Board to coordinate those facilities into this central 
corporation, nonprofit, that would be approved and cleared, and 
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forth, so that this agency might take a sizable prime contract, sub it 
out a hundred percent to the facilities in that area, after they had 
chosen the type of contract that could be performed and could be dis- 
seminated, 

Senator Moopy. If I might interrupt you, that is precisely the sort 
of thing that has been advocated before, and particularly since you 
have done it. 

Mr. Kirkianp. Yes. 

Senator Moopy. In our Banking and Currency Committee and 
elsewhere as the way to get 

Mr. Kirkianp. We are satisfied with it. 

Senator Moopy. To get the little producer with skill into the war 
effort. I congratul: ite you on that. 

Mr. Kirkianp. That is right. Because if they have a parent organ- 
ization with whom they are very familiar and have confidence in, “and 
that parent organization has enough of an organization that it can 
get out and help them and guide them, and then he ‘Ip them perform 
ereditably on a contract and he ‘Ip in the financing of it, in the engi- 
neering of it, in the cost analysis of it, et cetera, it gives the small 
man quite a little morale and quite an ability in the cooperative union 
that he does not have alone when he is out on a limb. 

Now we all know that dealing with the Government is a wonderful 
thing, but there is a lot of red tape in connection with it. There are 

lot of liaison men and inspectors and cost-analysis experts, and all 
of that, and when they go out in these little plants and attempt to get 
a man off the bench to come in and have him justify a two-dollar-an- 
hour rate, he has a whale of a time justifying it. But through Omaha 
Industries we are able to bring out the information the Government 
needs and satisfy them. 

Senator Moopy. Will you tell me what you were able to build in the 
last war? 

Mr. Kirkitanp. Yes. After we were set up, the War Production 
Board certified Omaha Industries in accordance with its articles of 
incorporation, bylaws, and character to operate. So we made up a 
brochure, recapping the equipment that was available in that area 

We went in to the Signal Corps first in Chicago, presented to a very 
receptive procurement officer at the time, a Major Borsak, what we 
had out there and what we would like to do. He gave us a stack of 
drawings on a tough item, a development-production contract for 
the Signal Corps to build a wire thrower. We took all those drawings 
home, called all our people together, and some 40 of them bid on 

various components, and Omaha Industries had to set up a purchasing 
department to buy the off-the-shelf items—the 5-horsepower engine, 
clutches, belts. W e were awarded the contract after we made our 
bid, inl we brought it home, set it up, and started to work. 

Senator Moopy. This was a fire thrower / 

Mr. Kirkianp. A wire thrower—w-i-r-e. It ejected wire through 
. 5-horsepower motor, 75 feet high and 40 feet aside of the truck 
while it went on the highway 35 miles an hour, and our first contract 
was a half a million dollars. 

We had to make technical manuals, spare-part groups, and so forth. 
It was really a tough one we took for the first one. 

Then we got started through other contacts. We took from the 
(Juartermaster Corps some cots and cot covers, and so forth, that 
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fitted into the woodworking and canvas people. Our people are a 
cross section—fabrics, woodworking, metal, ferrous and nonferrous, 
foundry, et cetera, all independently owned by the entrepreneur that 
belongs in this particular group, no plant having over 300 employees, 
no plant being a branch of a plant outside of our area. 

Senator Moopy. What is the aggregate employment of Omaha In- 
dustries ¢ 

Mr. Kirkianp. How was that ¢ 

Senator Moopy. What is the aggregate employment of all your col- 
lective small businesses ¢ 

Mr. Kirk ianp. Today ¢ 

Senator Moopy. Yes. 

Mr. Kirkianp. Fifty-eight hundred. 

Senator Moopy. Fifty-eight hundred ¢ 

Mr. Kirktanp. Yes. That is about four hundred 1@ss than the same 
plants had employed a year ago. 

Senator Moopy. How many industries do you have ¢ 

Mr. Kirkianp. One hundred and three in Nebraska and western 
Iowa. 

Senator Moopy. I would like to get down to this present contract. 
Will you tell us rather briefly what else you did build in the last war ? 

Mr. Kirkianp. I will do my best to tell you briefly. It is hard to do 
because I have got to bring out some points in connection with it. 

We got started with a couple of these contracts, and then we ran 
into difficulty because Omaha Industries is now, and was then, a 
unique organization, and procurement officers who were unaccustomed 
to dealing with what looked to them to be a rather loosely joined to- 
gether, irresponsible, lack of liability, and so forth, organization. 

I came to Washington and spent a good deal of time in the Pentagon 
Building, all over, met hundreds of fine people, heard wonderful 
stories from all of them, and got no business from any of them. 

Finally our Nebraska State senator—God bless him—got us in 
touch with Gen. Robert Wood Johnson of the Smaller War Plants 
Corporation. 

We went in and talked with him. And being we were from Ne- 
braska and we don’t understand a lot of the protocol around here, don’t 
have any representatives—don’t have any now, didn’t have any then, 
can't afford to—in Washington, Robert Wood Johnson was gracious 
enough to listen to the story, 

We were just getting under way, and he took a great deal of cre- 
dence in what we told him and what we could do, and he agreed to hold 
a meeting the next morning and call in some people that we could 
talk to. 

What I was up against—I was wearing my feet off to the bloody 
stumps going through the Pentagon Building, the Navy Building, 
and everywhere else, sitting outside corridors waiting for the tenth- 
ranking procurement brush-off artist, and I wasn’t liking it. 

So they called this meeting, Johnson did, the next morning for me, 
over in the HOLC Building, had about a dozen wonderful fellows 
there, and after I was there about 20 minutes in the program I real- 
ized all were WPB liaison men. I had a bottle of ink in my portfolio 
and T wasn’t about to use it. So I asked Carl Bolte, who was conduct- 


ing, to adjourn the meeting, that I was talking to the wrong people, 
and he did. 
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Senator Moopy. Can we not—— 

Mr. Kirkianp. I have got to tell you what I am building up to, 
Senator Moody. 

He called the meeting later, and in that meeting were procurement 
officers and liaison men of the Smaller War Plants Corporation that 
could recognize what our facilities were and what they could do to 
help us. 

So through that initiation Omaha Industries received opportunities 
to bid on 80-foot mobile radio antenna towers in connection with Blaw 
Knox, of Pittsburgh. We built 1,250 of them. We did, I think, a most 
creditable job, as high ranking te stimony in my briefcase will evidence. 

We took a contract to build 54 barges from the Transportation 
Corps through Smaller War Plants Corporation. We did a most 
creditable job op that, as evidenced by this [indie ating |. 

We took contracts to build 3,000-gallon canvas water storage tanks, 
75 millimeter cannister for ammunition, land mines, land mine crates, 
containers of various and sundry types, in addition to the reel units 
and wire units for the Signal Corps. 

We completed in total over $18,000,000 of contracts for better than 
60 prime contracts, 90 percent of which was a result of the effort of 
the Smaller War Plants’ Corporation and their cooperation with us, 
in making available certain planned procurement, to at least be pro- 
posed by our area and our people, without us having to be shuttling to 
Washington all the time and not seeming to get anywhere. 

So we were able to handle all those contracts, sir, very creditably. 
We were never canceled for failure to perform. We were never even 
criticized for dereliction. We performed all of them creditably. 

Naturally, because of the type of organization we operated, the War 
Production Board was watching us closely on certifications, and OPS 
on prices, income-tax department, the termination boards, and a 
“villion” other agencies of the Government had access to our books, 
all were there, and we had a mighty clean record. 

After the war—and we terminated some $6,000,000 worth of work 
that was in process—within 5 months Omaha Indust ries successfully 
negotiated all those terminations to the credit of all the contractors 
the banks, and all the branches of the Government service. We con- 
cluded the payment of our final loans. 

I have letters here from the Federal Reserve Bank and our deposi- 
tories in Omaha, where with Omaha Industries handling practically 
all the time a million-dollar line of credit, we handled it beautifully. 

Then after the war we did take on a couple, two or three, little con- 
tracts. One was for the French Provincial Government to build 
dungarees and jackets, and we could not get an irrevocable letter of 
credit, we just had to deal with them as they saw fit to pay. It wasn’t 
cood, so after we got through with the contract we quit that. 

Then we took on two or three contracts for Picatinny Arsenal, for 
whom we had done other work, and tooled up and built the first M-20 
millimeter ammunition containers. Parts for the Springfield Armory, 
and so forth. 

Senator Moopy. You have recounted a wide variety of things that 
vou have built. 

Mr. Kirkianp. Yes, wood, canvas, metal. 

Senator Moopy. You are telling the committee that you have great 

flexibility of operation and, I take it, ingenuity in fitting together 
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the small production units into a single productive functioning opera- 
tion? 

Mr. Kirkitanp. Yes. What we did there—we take the prime con- 
tract, Omaha Industries, then deal with each of these affiliate members 
for only that part that they could produce cheapest, fastest and best, 
and were qualified to build without making big plant expansion or 
much additional machine equipment. 

Senator Moopy. May I ask you this: Are you qualified to build the 
landing gear struts we are speaking of here tod: ry ¢ 

Mr. Kirkianp. Yes. 

Now let me get up to that. You asked me the $64 question while I 
am just trying to get to the point where I can answer it. Quit watch 


ine the clock. Il have got to give the Saeed of this unique 


organization a little. 

After the war we were asked under industrial mobilization to be 
OSPO under the St. Louis Ordnance District, because the largest 
dollar volume Omaha Industries had was with the Ordnance, and 
the Munitions Board made a special concession in our case by allow 
ing Omaha Industries to act as claimant agents for our afliliates in 
our area. 

So Omaha Industries did do quite a little work in phase-1 studies 
oft production and mobilization plan ne for plants out there, after 
which we thought we had completed our job. 

We did everything in connection with war work Omaha Industries 
was activated to perform. We terminated the contract, had been 
purified, and everything else in connection with it. 

Then we ran these industrial mobilization studies, and we were naive 
enough to think that hard work and money spent were insurance 
policies, because we had some 40 ae set to do what they were 
supposed to do when they pressed the button on M-day. 

Then we deactivated. We retained the same charter, the same 
board of directors, the same officers and the same location and 
forth, but did not attempt to do any Government work because _ were 
through. We had this industry set up so that come M-day all they 
had to do was press a button and activate those p ylants. 

Senator Moopy. Do you have any war contracts as of today ¢ 

Mr. KirkLanp. pst me give the story right up to it. 

We came here 1 ar ago today, We contacted our directors and 
ourselves here in Wrashins eton, the Departme nt of Commerce Pooling 
Section, Small Business, to dle ‘te rmine what we shoul | do j in the light 
of the current emergency. Our factories were being cut back on 
materials, mine and others, and we had a declaration of a state of 
emergency. 

The agencies here urged that we make application for recertification 
under the March 1950, Defense Act, which we did on February 8. 
to Mr. Wendell Metealf of the Pooling Section of the Department 
of Commerce. We made rather voluminous application for this 
recertification. 

After exchange of correspondence and refining of certain things, the 
latter part of April 1951, the Defense Administrator, Mr. Harrison, 
requested that we resume our operations as Omaha Industries, Ine., 
and he had given us immunity under the antitrust laws, the Sherman 
Act. and so forth, through the Department of Justice and various 
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other governmental agencies. We knew that was just a hunting 
license as far as getting business was concerned, and—— 

Senator Moopy. Perh: aps I can speed this up a little bit, because we 
have other witnesses after you, by asking you whether or not having 
been reactivated and acc epte d by the Gove ‘rnment you were able to vet 
any contracts for defense work in this emergency. 

Mr. Kirktanp. Prime contracts; no. We haven't gotten any yet. 

Senator Moovy. Do you have any subcontracts ? 

Mr. Kirkuanp. Yes. 

Senator Moopy. From whom ? 

Mr. Kirkuanp. Air Force, Boeing Airplane Co., Wichita, Kans. 

Senator Moopy. To make what ? 

Mr. Kirkuanp. Here is what we got and how we got it— 

Senator Moopy. All right. 

Mr. Kirkitanp. After we were advised by Mr. Harrison we had been 
certified, later by Mr. C. E. Wilson that the Secretary of Labor had 
given us an exemption under section 1 (a) of the Walsh-Healey Act, 
and so forth, I came to Washington, went to our friends in Ordnance 
and our friends in other agencies for whom we had done such a good 
job and told them we wanted to do a good job again. 

They gave us a good job. They let us bid against three or four 
hundred other bidders on a national level and on a low-bid basis. 
We did not need practice on making bids, so we stopped that after we 
wort into it. 

Then we waited to see what was going to be done in appointing an 
administrator of the Small Defense Plants Administration in July. 
The President did not appoint any. So we worked around trying to 
find where to get some business. and went to W right Field. T he "y were 
very nice tous. They came out and looked over our facilities, went to 
Wichita. Wichita came up and looked over our facilities. One of 
the first contracts that we received from the Boeing Airplane Co. was 
to build master gages. 

Now master gages are the gages that check the gages that make the 
part that goes inthe end item. It is a tough thing to make, and they 
are big ones for the doors, and so forth, for the B-47. 

The first contract was qualified, $50,000, on a time and material 
basis, not a bid, but a time and material contract based on a composite 
rate. Depending on our efficiency in the production of that $50,000 
special tooling order was what more we would get for special tools, 
and master gages. 

We shipped the first gages 3 weeks ahead of time. We have now 
shipped over $200,000 worth, have an advance order on it of over 
$350,000, and last week received from Boeing a contract of the same 
nature that runs on for both design and fabrication of master gages. 

We are doing that job right now. 

Senator Moopy. Are you doing any other war jobs now ¢ 

Mr. Kirkianp. Yes; with Boeing at Wichita we.are the primary 
source for the ailerons and rib sections on the B-47, using Boeing’s 
tooling. We are also the primary source for the drag strut on the 
B-47, using Boeing’s tooling. 

We are also building the first test receptacle set for ground-handling 
equipment for the electronic and checking of wiring, and so forth, in 
the B47 on ground equipment. 
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We received last week from Boeing on a bid basis, a low-bid basis, 
an order for 148 engine dollies at $1,013 apiece. That handles the 
JAZ jets on all the ships, rolls it out, puts it in, which is activated 
by hydraulic mechanism and other such items in connection with it. 

Wright Field came out and looked us over—you see, we didn’t get 
in until August—came out in August and cleared our facilities for 
certain large components like the B-42’s, of the B-47, or the nacelles 
for the jets, and approved us. They investigated us for the helicopter 
program, and I understand that, as far as facilitywise is concerned, it 
was all right. 

Wright Field—then we needed some additional tools, special equip 
ment, to round out this BAT program, and through the initiation of 
Boeing Airplane Co., Omaha Industries made application to the Air 
Force for a facilities contract, so that we could secure out of the GAP 
! in Omaha and other governmental reserve pools equipment needed 
to round out a program. And a very unusual thing was done that 
never has been done before—Wright Field extended Omaha Indus 
tries a facilities contract and have already awarded us $53,900 worth 
of equipment for our B-47 program. 

Wright Field, then, being interested in Omaha Industries, further 
felt that we might need to do a little research work in connection with 
secret matters for the Air Force, and Wright Field last week granted 
interim clearance, secret, to Omaha Industries, certain of the person- 
nel, to review secret weapons that are in research development or 
ready to go into development and production for Air Force. 

Senator Moopy, Let me ask you this: Have you ever built anything 
comparable to landing struts ¢ 

Mr. Kirkianp. Not Omaha Industries: no. However, during the 
war, Senator, the Omaha area people did build something comparable 
to it, because during World War IT, Omaha, Nebr., did a most credita 
ble job in building the B-29—the Glenn L. Martin plant in Omaha. 
We did a most creditable job on modifying ships, and the record stands 
at Wright Field. 

The production engineer and the production manager and all of the 
key personnel of the Glenn L. Martin bomber plant now live in Omaha 
and are doing work other than aircraft. Now those people. the skilled 
and semiskilled and even the nonskilled, are available to do this type 
and kind of work. 

Senator Moony. Are they available to vou? 

Mr. Kirkuanp. Yes, sir; they are available to Omaha Industries, 
Inc. 

Senator Moony. You feel, therefore, you could handle this contract ? 

Mr. Kirkianp. If the Air Force asked us for a proposal on that con- 
tract, we can submit a proposal on any quantity they want beginning 
at a certain time, and so forth, depending on what their réquirements 
are. 

Senator Moopy. Would you have to build a new plant for it ? 

Mr. Kirktanp. In this case; no. We need no new buildings. 

Senator Moopy. You would need new tooling, would you? 

Mr. Kirxianp. We would need tooling. Of course, that is the same 
on all of them. And we wouldn’t need any more additional machine 
tool equipment than anyone else would need for it 

Now to make myself clear on that, Senator, if Omaha Industries 
had been given an opportunity to bid on this—and the only reason 
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they weren't is because nobody told the Air Force about us until we 
got ‘there in August, and then the »y didn’t believe us when we got there, 
and it took a little time to have them find it out—now I think if this 
were coming up, this peoereenes at least I am hopeful enough to 
think they would allow us an opportunity to at least take a look at it. 
At any rate, if they gave us a proposal, Your Honor, that said, “We 
want you to build that unit in its e ntirety except the wheels and tires 
and brakes.”—which nobody builds, being more or less taken off the 
shelf—and Wanhts us to make them, we would have to have some special 
heavy presses to make forgings. If outside facilities were available 
to make the forgings, Wwe would hot need the presses, we could buy 
those forgings. 

If Cleveland Pneumatic would sell us the gland, we would not have 
tomake it. If we have to make it, we might need some special turning 
lathes to handle that particular job because it is a complicated piece. 
It isa mistake not to think it is a hard thine to make. But we could 
make it. We could, but we would hi: ive to study to tell you how long it 
would take us to tool for it, how long | it woul | take to vet what spec it al 
equipment was necessary, to vet certain parts we might have to make 
ourselves in Omaha, and how long it would be before we could put up 
the first model. 

Senator Moopy. How many people do you employ? 

Mir. Kaurkianp. Well, we emp! O*% D.BO0 altogether. Those are the 
numbers of people that work for the plants affilated with Omaha 
Indus 

Senator Moopy. 1.5007 

Mr. Kirkianp. 5.800. No plant with more than 300. 

nator Moopy. How many businesses again—1L03 / 

Mr. Kirkianp. 103; yes. All of them would not be on this landing 
strut, because a whale of a lot of them are wood and canvas and punch 
press and aluminum and die-casting, and so forth. 

Senator Moopy. Do you have a plant where you could do this 
work 

Mr. Kirkiuanp. What we have—we have many plants in which the 
components are done, and then we have available vacant properties to 
Omaha Industries of another 50,000 square feet, another available with 
£O.000 square feet. So, de spe nding on how m: nV would have to be as- 
sembled—the final assembly would be done in that plant. That is 
where the final assembly, the final oxidizing or plating or whatever 
is necessary is done, is marked, packed, shipped out, in the central 
assembly p lant. The central asse “mbly plant would do no fabrication. 

Senator Moopy. Did vou ever make any oe proposal] to the 
Air Force that you coul ; build this type of thing 

Mr. Kirkianp. No, s 

Senator Moopy. You ‘did not ? 

Mr. Kirkxianp. We didn’t have the chance. We did make pro- 
posals to build other things, which they concurred we were all right 
ur 

Now I get up to why—one of the reasons I did not want to come in 
today—because back a couple ot weeks ago, when we were in Wash- 
ington, our aircraft engineers visited with Mr. Amis and others in 
connection with this project and were very much interested in it and 
would like to get our teeth in it if they want us to. 
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Senator Moopy. You mean Mr. Amis of the staff of this committee / 

Mr. Kirkianp. Yes, and others. I was in touch with them because 
we are trying to work together in this thing—the SDPA, the Senate 
Small Business Committee, and Omaha pool, I think we are all down 
the same channels. 

Then I had an opportunity to go over and visit with SDPA., 

Mr. Taylor, I concur, is a marvelous person in charge of that opera 
tion, but is very much handicapped because he got a late start, and 
the first quarter report was just sort of a generalization getting up 
into something. 

I went over and had a marvelous visit and contact with the weer 
Mr. Horne, who called in Mr. Carmody, the engineer, and so forth 
and it seemed to us that now we are going to begin to get somewhere 
insofar as relieving small business specifically is concerned. 

I noreed we were getting better hip service every ad: ay in the field, 
that it was getting better, but still all lip se rvice, and it Was not worth 
a quarter, see: and if we could get some help that the Congress in 
their wisdom had written into the rules and regulations that are set 
up, then maybe we could get somewhere. They agreed with us and 
they agreed to send out to Omaha— 

Senator Moopy. Now, Mr. Kirkland—— 

Mr. Kirknanpn. I want to give this. Here comes the answer to all 
the questions you want to ask, and then [am through. 

The Small Defense Plants Administration sent to Omaha over a 
week ago, In my opinion, a topnote h consulting engineer—John Van 
Ginhoven—who has been with us a week. He is still there, and that 
is why I didn’t want to come in. He is working with us to determine 
what Omaha Industries is from a management, administrative level, 
a functional level, credit, and a physical level with plants. 

We have already inspected and documented over 30 plants during 
the time he has been there. They are doing it at home now today. I 
hope by the end of this week or early next week we can begin to re 
duce that down to a program with flow sheets covering what items 
we can build and what plants, with what equipment, and that he can 
come back to Washington and certify that Omaha Industries does 
have the ability—I hope he does—that we do have the ability and all 
the things to do the work. 

Then SDPA can vO before the procurement officers and they don’t 
have to take lip service but can say to them—*These items they can 
build and we want them to get a chance to build them.” Then they will 
come out our way and we will build them effectively and good and 
pay income tax on it if we make any money, and we will have to be 
lucky if we make it. And we will do it through SDP.A’s assistance 
because they have the congressional power to do it. 

John Van Ginhoven will be back in about a week and will have all 
these studies, the consulting engineer, and he is unprejudiced, and 
you can ask him whether we can build these landing gears, and then 
you will get your answer. 

Senator Moopy. I am glad to have you take such a bright view of 
General Taylor’s organization. We do, too. 

Mr. Kirkianp. It is the brightest thing I have seen since General 
Johnson went back to New Jersey, and that has been a long time ago. 

Senator Moopy. Thank you very much. You have given us a very 
enlightening discussion of your ability to do this. 
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Mr. Kirkianp. Thank you very much for letting me give you the 
story, and I x gave you the short one. 

Mr. Rostnson. I take it, Senator, we may be excused. 

Senator Moony. Is Mr. H. C. Hatch here? 

Mr. Harcn. Yes. 

Senator Moopy. Do you solemnly swear the testimony you give to 
this committee will be the truth, the whole truth, and nothing but 
the truth, so help you God? 

Mr. Harcu. ] do. 


TESTIMONY OF H. C. HATCH, REPRESENTING GAR WOOD 
INDUSTRIES, INC., DETROIT, MICH. 


Senator Moopy. Give your name and business connections, please. 

Mr. Haren. H.C. Hatch, Gar Wood Industries, Inc. 1] am assistant 
to the vice president, in charge of the Washington office here. 

Senator Moopy. Gar W ood. of Detroit / 

Mr. Harcu. Wayne, Mich. 

Senator Moopy. Has Gar Wood Industries had any experience in 
defense work, Mr. Hatch / 

Mr. Harcu. Yes, we have had considerable experience. 

At the present time in excess of $25,000,000 worth of unfilled mili- 
tary contracts. In World War II we did in excess of $175,000,000, At 
the beginning of World War II, we developed with the Air Force the 
first barrage balloon winches which were used. 

Senator Moopy. The first what ¢ 

Mr. Haren. The first barrage balloon winches which were used by 
the Air Force and Coast Artillery. 

We developed and built for the Air Force 100 percent of the C-2 
Air Force wreckers. We built 100 percent of the Ordnance M1A1 
wreckers. We built in excess of 100,000 truck winches for military 
trucks. I do not know how many thousand a bodies, cargo bodies, 
and other specialized pieces of equipment. We built the 75 millimeter 
pack howitzer carriage and Signal Corps equipment—reels, and so 
forth. 

Senator Moopy. You are here today in response to a subpena of this 
committee 4 

Mr. Harcn. That is right. 

Senator Moopy. Will you tell us how many people your company 
employs / 

Mr. Harcu. The over-all corporate employment is in excess of 3,500. 

Senator Moopy. Where are they employed ? 

Mr. Haren. Our main plant is at Wayne, Mich., with headquarters, 
main office there. We employ about 1,600 there at the present time. 

We have a plant at Findlay, Ohio. We have around 900 employed 
there. 

We have a plant in Minneapolis. We have a plant at Richmond, 
Calif.;: Mattoon and Springfield, Ill. In addition we have factory 
branches in 12 of the larger cities. 

enator Moopy. You say you are now employing about 3,500? 

Mr. Haren. That is right. 


enator Moony. Has there been any cut-back in your employment ? 
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Mr. Harcn. At the present time our employment is at the peak, as 
most of the items which we are working on are in heavy demand. At 
Wayne we are in excess of 60 percent of military. 

Senator Moopy. In excess of what ? 

Mr. Harcn. Sixty percent of our unfilled orders is for military 
equipment. 

At Findlay, Ohio, about 45 percent is military. That in conjunction 
with our civilian business and available material—our employment 
is at all-time high. 

Senator Moopy. Do you have the capacity to expand that employ- 
ment without building a new plant ¢ 

Mr. Harcu. At the present time, no. 

Senator Moopy. You do not ? 

Mr. Haren. No. 

Senator Moopy. Would it be possible for you to convert any of 
your civilian work to building more military equipment ? 

Mr. Harcu. We do not feel it is possible at the present time, no. 

Senator Moopy. You do not feel it would be possible ? 

Mr. Haren. No. 

Senator Moopy. Now what was the condition of your company 
employmentwise a year ago / 

Mr. Harcnu. A year ago this time, well, we had about 2 or 3 months 
into deliveries of military equipment, and our employment was prob- 
ably, I would say, 20 percent below what it is at the present time. 

Senator Moony. I see. Eighteen months ago what was your con 
dition of employment ¢ 

Mr. Harcu. Well, let me go back a little further. In 1949 Mr. 
Fisher came into this organization, 

Senator Moopy. Who is Mr. Fisher, will you tell us? 

Mr. Haren. Ed Fisher of Fisher Bros. 

Senator Moony. Yes. 

Mr. Haren. He came in as president of the corporation and saw 
that a complete reorganization, so to speak, was necessary. At that 
time we started a complete redesign program on all of our products, 
and that was also during a period of strike for about 5 months that 
we had, so that employment was way down in 1949 and early 1950. 

Senator Moopy. You say way down. How many people were you 
employing then ? 

Mr. Harcr. The over-all average probably was down about 50 
percent of what it is now. 

Senator Moopy. Go ahead. 

Mr, Haren. During that, coming into 1950, we decided to close 
one of our Detroit plants in Highland Park and move out to our new 
Wayne plant. That move slowed down the production considet ‘ably, 
with the result that we had very low—in fact, we lost a considerable 
amount of money. 

Senator Moopy. You closed down a plant at Highland Park? 

Mr. Haren. Yes. 

Senator Moopy. Did you sell that plant ? 

Mr. Harcu. We sold it to Chrysler Corp. 

Senator Moopvy. Is that plant being used by Chrysler now ? 

Mr. Haren. That is right. 

Senator Moony. The plant is not available now for other work? 

Mr. Haren. As far as I know it is not. 
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Senator Moopy. Do you know of any plant in the general area, your 
production area, that is available for other work now / 

Mr. Haren. Offhand I could not think of any. 

Senator Moopy. What has been your history in the manufacture of 
hydraulics ¢ 

Mr. Haren. Mr. Gar Wood invented the first hydraulic hoist to 
be applied to dump bodies. And as he gradually got started, about 
1916, he organized the Wood Hydraulic Hoist Co., and we have been 
continuously in production on hy lraulic hoists for dump bodies since 
that time. 

It developed that the hydraulic heist or dump body business was 
pretty seasonable, with the result we have taken on added lines in 
order to get a more rounded production. We have applied those 
hydraulic principles, and so forth, to scrapers and ditching machines, 
shovels, and SO Ol, 

Senator Moopy. If you had been asked a year ago, 18 months ago, to 
bid on contracts for these landing struts, would you te ave bid on them ? 

Mr. Haren. Tn 1950 we would have been very receptive to talk 
ing about the situation. Whether or not we would have bid would 
have depended on the quantity involved, and so forth. We definitely 
have the ability and the know-how on that type equipment, but at 
the moment Mr. Fisher would not hazard a guess as to whether we 
would bid or not. We definitely would have been interested in talk 
ing about it. 

Senator Moopy. You say you would have had the ability to build 
these landing struts / 

Mr. Harcu. By that I mean we have qualified hydraulic engineers, 
we have machine tools, 

Senator Moopy. Speak up a little bit, please 


Mr. Haren. We have qualified hydraulic engineers, and » have 
machine tools. The present feeling is that probably a very minimum 
amount of added machi le tools would have been required, This 


particular plant which we took over was the old Bendix plant at 
Wayne, and we understand that plant during World War IT made 
struts. When we purchased the plant from War Assets, we took over 
quite a few of the machine tools in the plant. 

[t probably would have been necessary to have some additional ma- 
chine tools, equipment for te sting reels, and so forth, but it is our 
opinion ta ita very minimum would have been required, But that is 
all dependent upon the quantity under consideration. 

Senator Moopy. If there were any plants that were made avail- 
able to you in the Detroit area, could you build these now ¢ 

Mr. Harcu. Plants made available to us? 

Senator Moopy. If there was floor space in the general area in Wayne 
and Detroit could you use some of those tools and build these land- 
ing struts now ¢ 

Mr. Harcu. I would say we would be interested in discussing it. 

Senator Moopy. You would be interested in discussing it ? 

Mr. Haren. Whether or not we could—— 

Senator Moopy. Do you have the ability to do it ? That is what I 
want to know. 

Mr. Harcnu. Yes; we have the ability to do it. 

Senator Moopy. Have you ever been approached to consider this 
contract / 
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Mr. Harcnu. So far as we know we have never been approached. 
It is hard to say what happened in 1949 and prior, because we had a 
different management and it is spread to the winds at the present 
time. Mr. Fisher, to the best of his knowledge, says we have never 
been talked to with reference to building struts. 

Senator Moopy. Mr. Fisher has told you that the company has 
never been contacted in this conection ¢ 

Mr. Haren. To the best of his knowledge. 

Senator Moopy. The committee will adjourn until 10:30 tomorrow 
morning. 

(Whereupon, at 12 noon, the subcommittee adjourned, to reconvene 
at 10:30 a.m... Thursday, January 31, 1952.) 
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SMALL BUSINESS PARTICIPATION IN MILITARY 
PROCUREMENT—NO. 3 


THURSDAY, JANUARY 31, 1952 


Unirep STATEs SENATE, 
SuspcomMirree ON Mosinizarion AND PROCUREMENT 
OF THE SELECT COMMITTEE ON SMALL BUSINESS, 
Washington, D. C. 

The subcommittee met, pursuant to call, at 10:30 a. m., in room 457, 
Senate Office Building, Senator Blair Moody (chairman of the sub- 
committee) presiding. 

Present: Senator Moody (chairman of the subcommittee). 

Also present: Charles M. Noone, committee counsel; and William 
D. Amis, investigator. 

Senator Moony. The hearing will come to order. 

Colonel Metzger, do you solemnly swear the testimony you give this 
committee will be the truth, the whole truth and nothing but the 
truth, so help you God? 

Colonel Merzcerr. I do. 

Senator Moopy. Will there be other people testifying with you? 

Colonel Mrrzcer. I have an alternate witness, Major Serianni. 

Senator Moopy. Major, do you solemnly swear the testimony you 
give this committee will be the truth, the whole truth and nothing but 
the truth, so help you God? 

Major Sertanni. I do. 


TESTIMONY OF COL. K.D. METZGER, CHIEF, INDUSTRIAL RESOURCES 
DIVISION, AMC, ACCOMPANIED BY BRIG. GEN. P. W. SMITH, CHIEF, 
PROCUREMENT DIVISION, AMC; MAJ. V. J. SERIANNI, INDUSTRIAL 
RESOURCES DIVISION, AMC; MAJ. NORMAN 0. RANZ, LEGISLA- 
TION AND LIAISON; AND MAX GOLDEN, DEPUTY FOR MATERIEL 
TO THE UNDER SECRETARY 


Senator Moopy. Colonel, will you state your rank and position in 
the Air Force, please ? 

Colonel Metzcer. IL am Col. K. D. Metzger, Chief, Industrial Re- 
sources Division, Headquarters Air Matériel Command, Wright- 
Patterson Air Force Base, Dayton, Ohio. 

Senator Moopy. Colonel, I presume you know that among other 
things this committee has been looking into the question of whether 
or not facilities of small business are being used to as great a capacity 
as is possible in this great effort to mobilize our resources in this 
emergency. 
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Naturally, the use of critical materials in the construction of new 
plants is going to be avoided when it is possible. 

I am sure you agree with that. 

Colonel Merzcrr. Yes, sir. 

Senator Moopy. I would assume that you also would agree that if 
it Is possible for existing facilities to produce something that the 
Air Force or any other procurement agency requires, that would be 
the wise thing to do. 

We are not in any way attacking the Air Force or attacking this 
particular project, but we are inquiring as to why this particular 
order was given to Delco to build a new plant in view of the fact 
that there were apparently from the testimony yesterday, smaller 
businesses that could have taken over the thing without a new plant. 

May I ask you a couple of questions and then, I understand you 
have a prepared statement ? 

Colonel Mrrzaer. Yes, sir. 

Senator Moopy. Was the idea of building this plant the idea of 
the Air Force or the idea of Delco? 

Colonel Merzgrer. It was the idea of Deleo. When Deleo found 
that its order load could not be satisfied with existing plant area, 
they suggested it. 

Senator Moopy. So Delco suggested the new plant ¢ 

Colonel Mrerzcrr. Yes, sir. 

Senator Moopy. How did you happen to select Delco to build this 
plant ¢ 

Colonel Merzcer. Sir, in part I can answer that question with this 
prepared statement. 

Senator Moopy. Why don’t you read your prepared statement 

Colonel Merzcer. 1. Aircraft landing gear is one of the most 
critical items in the aircraft production program. It is also one of 
the most difficult to produce. The item is not purchased directly by 
the Government, but is purchased by the airframe builders. Con- 
sequently, the Government has no direct control over the sources 
which are chosen for the production of this item. We have, how- 
ever, exerted influence on the production structure for landing gear 
through the planning that has been accomplished to meet accelerated 
production needs. 

Le Landing gear is among the most difficult items to produce | in the 
entire Air Force program. The size of the machining operations, 
the hardness of the materials involved, the complexity of the heat- 
treating procedures, and the closeness of the tolerances require re- 
sources Which are available from very few sources. The development 

know-how in landing gear production through a long training 
period is essential. 

3. Based on World War IT experience on less complex landing 
gear, the estimated time for activating a new source for production 
ranges from 18 to 24 months. This means, in connection with our 
current program, that we had to select sources and provide facilities 
beginning in 1950 in order to meet production in 1952. Time phas- 
ing is an extremely important factor, and it is essential for us to 
project our production requirements for at least 2 years. The ac- 
tual manufacturing time required for average landing gear is 10 
months. This includes time for ordering materials, equipment set- 
up, and actual manufacturing processes. The aircraft manufac- 
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turer must have the landing gear 5 months ahead of the delivery of 
the airplane. Consequently, even if an order is placed with a cur- 
rently producing source, requirements must be anticipated on an 
average of 16 months in advance. 

4. Because of the critical nature of this item, and the magnitude 
of the resources required for its production, the Air Force and the 
Bureau of Aeronautics, in the summer of 1950 developed a planning 
program and requested the producers of landing gear to assist the 
services, in an advisory capacity, for planning an accelerated pro- 
duction. To accomplish this program, a Landing Gear Industry 
Mobilization Planning Group, chairmanned by the Air Force, was 
organized. It consisted of representatives of the Air Force, Bureau 
of Aeronautics, Axelson Manufacturing Co., Bendix Aviation Co., 
Electrol, Inc., Cleveland Pneumatic Tool Co., and Menasco Manu- 
facturing Co. This group initiated a survey of American imdustry 
to determine who could, or would, participate in the manufacture of 
landing gear in the event it was necessitated by an accelerated produc- 
tion program. The initial results of this survey, and the plans de- 
veloped therefrom, were presented to the Air Force and the Bureau 
of Aeronautics in December 1950, and an official program of expansion 
was approved at that time. 

Approximately 2,300 different potential sources have been in- 
wastiaianaiba in the Air Force-Bureau of Aeronautics planning program. 
These surveys were not limited to production potential for any par- 
ticular airframe. The purpose of the surveys was to indicate pro- 

duction potential for any type of landing gear required by an 
accelerated production program. However, they were sufficiently 
comprehensive to cover the potential for complete landing gear and 
also for component parts which might be produced. The tabulations 
and the results of these surveys can be made available if required. 
The surveys began in July 1950 and have been continuing since that 
time. The usual proc edure for accomplishing the survey was to for- 
ward a letter of inquiry to a particular company outlining the purpose 
of the program and the reason for requesting the information. Each 
industry was then asked to indicate whether it could or would par- 
ticipate in an accelerated production program as a licensee, a major 
subcontractor, a minor subcontractor, or if they desired not to par- 
ticipate at all. Questionnaire used in the survey gave basic back- 
ground on the problems of landing-gear production, types of tools and 
tooling required, the types of materials to be processed and indica- 
tions of tolerances involved, and a general statement of other aspects 
of the production problem. After answers were received to the ques- 
tionnaire, personal surveys were made in each instance where the 
nitial survey indicated such action to be warranted. 

Senator Moopy. Do IT understand you to say that for the landing- 
gear program alone you investigated 2,500 plants ¢ 

Colonel Merzcrr. Yes, sir. 

Mr. Noonr. Was it the Air Force that conducted that survey or was 
it the Industry Advisory Board ? 

Colonel Merzcer. The Industy Mobilization Planning Group com 
posed of the Air Force, the Bureau of Aeronautics, the plane landing- 
vear producers. The group was chairmanned by the Air Force. Yes, 
sir. 
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The information developed as a result of the planning for ac- 
celerated production for landing gear was made available to all the 
airframe builders and all the landing-gear producers. From that in- 
formation, the airframe manufacturers, in conjunction with the serv- 
ices, activated five additional sources for ultimate production of 
complete landing gear. These sources were Delco Products, Willys- 
Overland, A. O. Smith, John Deere, and International Harvester. 
It was also used to increase the number of subcontractors, generally 
in the small business group, from 200 who were participating in the 
Progr am in the fall of 1950, to approximately 600 as of today. 

The criteria which were used in the selection of the sources by 
the services, the airframe producers, and the landing-gear producers 
were as follows: 

(a) Availability of know-how. 

(6) Availability of resources to apply to the production. 

(c) Stability of financial structure. 

(d) Capability of management. 

(e) Acceptability to the airframe producers. 

(7) Acceptability to the licensor (the strut producer who held the 
patent rights). 

(g) Acceptability to the Air Force and Bureau of Aeronautics, 
b: on on previous performance and other mobilization commitments. 

We may have planned, for example, to place other production in 
a source. 

Beginning with the 2,300 industries who were surveyed, the num- 
ber who indicated an interest was approximately 300. The number 
who were finally determined to have capabilities as complete strut 
producers was 25. The application of the above stated criteria to the 
25 resulted in the selection of the 5 which were previously mentioned 
for activation as producers of complete landing gear. 

8. Initially, the requirements of the landing-gear production from 
Delco were such that existing facilities, plus some additional rented 
space, would have been adequate to meet the program. However, 
additional production requirements for other important items in the 
defense effort from the Air Force, and also from other services, ex- 
panded the over-all requirements to a point where existing facilities 
were inadequate. Consequently, the erection of an additional plant 
by Delco, with their own funds, to house landing-gear and other 
defense production was deemed to be to the best interests of the serv- 
ices, and it was recommended that the request for the certificate of 
—_—— be approved. 

All of the actions taken were essential to meet the programs as 
projec ted 2 years ago and remain essential to meet the programs that 
are in existence toda ay. 

Senator Moopy. Colonel Metzger, do you know whether the Monroe 
Auto Equipment Co., of Monroe, Mich., was on the list of 2,300 that 
were surveyed ¢ 

Colonel Mrrzcrer. Sir, I am wondering if there is available here 
today the location of that facility. 

Senator Moopy. That is headquartered in Monroe, Mich. It has a 
number of different plants. The particular plant that they were talk- 
” y about using for this purpose is in Pennsylvania. 

‘olonel Mrrzcer. Butler, Pa.? 

S ‘nator Moopy. Butler, Pa. 
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But I am wondering, first, whether or not this company was on the 
list of 2,300 that were surveyed by this committee of industry. 

Colonel Merzerr. No, sir; not by that name. That is why I asked 
if the location could be furnished. We have a feeling that we sur- 
veyed a plant which is associated with the Monroe Automotive Equip- 
ment Co. 

Senator Moopy. That was the plant in Pennsylvania? 

Colonel Merzcer. Yes, sir. 

Senator Moony. Did you determine that it was inadequate ¢ 

Colonel Merzcer. We determined that it was adequate for small 
minor production. I believe that plant is acting in a subcontracting 
capacity in a small way to one of the proprietary manufacturers. 

Senator Moopy. One of the proprietary manufacturers ¢ 

Colonel Mrerzcrer. Proprietary. One of the basic manufacturers. 

Senator Moopy. On this contract ¢ 

Colonel Merzcrer. | wouldn't know what gear, sir; but in the 
landing-gear program; yes, sir. 

Senator Moopy. Do you know whether the Gar Wood Industries, 
of Wayne, Mich., were listed on that survey ? 

Colonel Merzcrr. Yes, sir. 1 would like to read a letier on the Gar 
Wood Industries, Inc. 

This is a letter headed : “Gar Wood Industries, Inc., Wayne, Mich.” 

It is dated August 2, 1950, 

It is addressed to the Aircraft Landing Gear Industry Mobili- 
zation Planning Group, care of Cleveland Pneumatic, attention: Sam 
Mullen, Chairman: 

GENTLEMEN: This will acknowledge receipt of your letter of July 19 relative 
to aireraft landing gear industry planning. 

Based upon our experience during World War II, when we were engaged 
in production for the armed services to the extent of nearly 100 percent of 
our capacity, we now have an industrial mobilization plan worked out for a 
possible war mobilization emergency. We feel that we can do our best job in 
producing, as prime contractors or subcontractors, such equipment as will be 
in demand under any emergency and will, at the same time, require the least 
time for conversion from commercial to war-emergency ees 


As you are probably aware, the corporation manufactures hydraulic hoists 
and bodies, winches, wrecking cranes, ditchers, self seated shovels and 
eranes, and tractor-mounted and hauled construction machinery. All of these 


products are in demand under any war or armament emergency, and we can 
convert to such production rapidly with very little retooling 

We appreciate your invitation to join in your mobilization plan, but hope 
we have been able to explain to your satisfaction our reason for adhering to 
production of the type of equipment with which we are most familiar from 
the standpoint of both organization and facilities. 

Very truly yours, 
R. G. Hvtse, 
Assistant to Vice President General Sales Manager. 

I have copies of this letter, if you desire them. 

Mr. Noone. Was that letter in response to an inquiry from the 
Air Force with respect to the landing gear strut program ‘ 

Colonel Mrrzcrer. Yes, sir. This was in reply to the questionnaire. 

Mr. Noone. A general questionnaire ? 

Colonel Merzcer. Of the planning group: ves, sir. 

I hope I pointed out in the statement that we forwarded the ques- 
tionnaire to 2,300 companies, approximately. This Gar Wood was 
one of the companies queried at that time. 
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Senator Moopy. What about the Omaha Industries? Are you 
familiar with that facility ? 

Colonel Merzerr. Yes, sir. The Omaha Industries was not in 
being, as I understand it, at the time this planning group was active. 
In fact, it is my understanding that Omaha Industries was not ap- 
proved for procurement by the ‘Department of Justice until sometime 
in the summer of 1951. 

Senator Moopy. I believe they produced during the Second World 
War and then went out of existence and reorganized themselves during 
this emergency. 

Colonel Merzcer. I believe that is true. 

Mr. Noone. I believe they applied for certification in January of 
1951 and received it April 3, 1951. I wonder if the Air Force, in its 
effort to locate contractors on this landing-gear strut was still seeking 
contracts at that time, early 1951, 

Colonel Merzcer. Our planning had been completed. 

Senator Moopy. When was the planning completed ? 

Colonel Mrrzcrer. About that time, about April 1951. We con- 
cluded our negotiations with Deleo. Planning is still continuing from 
the prime contractor level, seeking subcontractor sources. That is 
continually under way. But as far as our participation was concerned, 
we had nearly concluded it at that time. 

Mr. Noone. This committee, of course, is vitally interested in the 
defense-production pool because it brings into defense work a number 
of small manufacturing concerns. I wonder if the Air Force was alert 
to the possibilities of a pool handling this contract at that time. If 
they had been, it seems to me they might have determined that Omaha 
Industries at that point, January 1, 1951, was seeking recertification. 

Colonel Mretzcer. Major Serianni, do you have information on that 
point ¢ 

Major Ser1anni. We did not contact Omaha Industries until Au- 
gust of 1951. In August we made our initial contact and we were 
advised by Mr. Kirkland, I believe, who was the general manager or 
some similar official in the organization, that they were unable to make 
landing gear, that the facilities they had could not be utilized for 
the purpose of manufacturing landing gear. He indicated that he 
might be interested in some minor subcontracting. So we gave him 
a complete list of all the prime producers and requested him, through 
his sales force, to contact them and see if he could obtain subcontract- 
ing work for Omaha Industries. 

Mr. Noone. You say you did approach him on this specific contract ? 

Major Srertanni. Not on this specific contract, on landing gear in 
general. 

Mr. Noone. Mr. Kirkland testified yesterday that he was not aware 
that Omaha Industries had been approached by the Air Force on any 
landing-gear contract. 

Major Sertannt. They had not been, on a specific contract, if that 
was the way the question was worded. They had been approached 
on the capability to produce landing gear. Asa matter of fact, Mr. 
Kirkland was in our office about a month ago and advised me again at 


that time that they were incapable of making landing gear and couldn't 


accept a program. 
Senator Moopy. I might say that conflicts with the testimony of 
yesterday. 
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Is Mr. Kirkland here? 

See if he can be obtained. 

Colonel Metzger, the Monroe Auto Equipment Co. says they went 
to Cleveland Pneumatic Tool Co. and volunteered their interest in 
this type of program. Do you have any record indicating what action 
was taken on that matter? 

Colonel Mrrzeer. All I know is from conversations with the Cleve- 
land Pneumatic Tool, which has been looking for subcontracting sup- 
port and production, It is my underst: mding that Cleveland Pneu- 
matic Tool sometime ago—l do not have the date—forwarded four 
sets of prints and processing sheets to, 1 believe, American Bantam 
Car, and asked for quotes. Before the quotation was received from 
American Bantam Car, three of the items had been awarded to some 
other source, and the fourth item, American Bantam Car didn’t care 
to quote on. 

However, subsequent. to that time, a small contract, I understand, 
has been given American Bantam Car by Cleveland Pneumatic for 
the machining of 161 parts. It is a very small contract. ‘That is all 


-l am familiar with. 


Senator Moopy. I see. 

I want to emphasize again that this committee, while its primary 
interest is in small business, is very conscious of the contribution 
made—and which must be made—to war production by big business. 
There is no question about that. There is no question about the fact 
that the facilities and managements of such companies as Delco have 
to be brought into a program of this sort. However, the collateral 
question arises as to whether, when a new plant has to be built, when 
the facilities are available to carry out the program and where manage- 
ment in a smaller business is available, it is not good policy to make 
use of it. 

The Monroe Auto Equipment Co. yesterday testified that they make 
hydraulic equipment at. very fine tolerances for a great many people 
in the automobile industries. You and I know that is a very exacting 
industry. They do not have any incompetent subcontractors, I am 
quite sure. 

I am wondering, if you know, why the inquiry, which was not made 
by American Bantam as such, but was made by this experienced 
hydraulic equipment company from Wayne, Mich., wasn’t given more 
attention? Do you know whether American Bantam was controlled 
by Monroe Auto Equipment at that time ? 

Colonel Mrrzarr. No; I do not know it now. I have no way of 
knowing that now. We have no record of having contacted Monroe 
Auto Equipment Co. in this survey of 2,300 companies. We just 
couldn’t possibly survey the entire country. We were bound to miss 
somebody. 

Senator Moony. Yes. 

But here was a company, the Cleveland Pneumatic Tool Co., listed as 
one of the members of your Industrial Advisory Mobilization Plan- 
ning Group as you put it, for landing gear. Here was a company that 
is well known and apparently an established supplier of an industry 
which does require competence, which had gone to a member of this 
committee and said, “We would like to make these landing gears for 
you.” They never heard anything more about it. 
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Frankly, that is the reason for these hearings. We realize that a 
lot of new plants have to be built. I am glad to see General Motors 
building some of them. We also realize that there are small busi- 
nesses that ought to be utilized if they can be, if the new plant is not 
necessary. 

Colonel Merzcrr. Sir, that is basic to our planning. We make every 
effort to place production in capacity that already exists. It is part 
of our procure a nt policy to establish as broad a base as possible, as 
economically as possible, to provide for a rapidly accelerating program 
whenever necessary, and we are const: antly cognizant of the support 
necessary from small business in our program. 

Mr. Noone. How active a part did the Air Force take in trying to 
locate facilities? Did you depend wholly on the industry advisory 
group or did you make independent surveys and independent efforts 
to locate fac ilities. 

Colonel Merzcrer. It depended upon the geographical location in 
which the survey was engaged. At that time the Air Force and the 
Bureau of Aeronautics did part of the work and the industry plan- 
ning group did part of the work. 

Mr. Noone. I believe the members of the industry group are all 
manufacturers of landing-gear struts; are they not? 

Colonel Merzcer. Yes, sir. 

Mr. Noone, They had manufactured them for the Air Force in the 
ast ¢ 

Colonel Mrtzcrr. Yes, sir. 

Mr. Noone. Did the Air Force, in its inquiries, solicit the aid of the 
Office of Small Business to locate facilities in its contacts—its own 
Office of Small Business ¢ 

Colonel Merzcer. We are constantly doing that. We have in every 

Force district and regional office a small-business section that 
devotes its entire time to locating small-business capacity which can 
support the aircraft-production program. 

Mr. Noone. Your small-business office did not suggest any pos- 
sibilities for this work ¢ 

Colonel Merzcer. Major, do you recall / 

Major Serranni. We asked for a field survey; however, at the time 
we asked for that, I do not believe our small business operation had 
been formulated and become a permanent part of the organization. 
However, we did use what facilities we had in the field. An initial 
survey that was made by the group was made on the recommendation 
of the Air Force as to sources. As I recall, offhand, we sent to the 
group some 250 names of corporations that we, ourselves knew about 
and our field people had made preliminary investigations of. 

Mr. Noone. The Air Force people made the investigations ¢ 

Colonel Merzcrer. That is right. 

Senator Moo wy. What suprises me, Major, is the fact that, while 
there were 2,300 companies surveyed, apparently this Monroe Co. was 
not surveyed. I don’t know that it was not, but I gather from the 
colonel’s testimony that it was not. However, it had, according to 
the testimony here yesterday, by its officials, made an inquiry and an 
application that had been referred by Wrigh* Field to Cleveland 
Pneumatic and they made application to Wright Field and to Cleve- 
land Pneumatic. 
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I certainly agree, Colonel, that you could not survey every industry 
in the country, but here is one that applied. I am wondering why at 
least it wasn’t in the list of 2,300. 

Colonel Merzcer. By that name we find no record. 

Senator Moopy. Do you have any reason to believe that the applica- 
tion was made in another name / 

Colonel Mrerzcrer. No: but, as I stated before, I hope, we felt that 
there may be some association with American Bantam Car which we 
surveyed. We don’t know. It is possible, sir, that our record may 
name American Bantam Car and we may have had correspondence 
or contact with Monroe Auto Equipment Co. But the record states 
American Bantam Car. If there is any association, that is the only 
record we have of any contact with Monroe Auto Equipment Co, 

We will be glad to look into it and try to reconstruct it. 

Senator Moopy. In your list of yardsticks, you list availability of 
know-how and ¢ apability of management, stability of financial struc- 
ture, and so on. Those are factors that might very well have been 
viewed somewhat differently if the application had been made by 
American Bantam Car than if it had been made by this company, 
which is an established company and a supplier of the automobile 
industry; but this company did testify that it did make application 
to Wright Field and was sent to Cleveland Pneumatic and made 
application and never heard from them again. Just a curious cir- 
cumstance, that is all, as to what happened. 

Apparently this might well have been decided differently if vou 
had the information on this thing, and I am wondering just where this 
thing was lost or pigeonholed. 

Colonel Mrrzcer. We certainly will look into it, sir, and advise 
your committee. 

Mr. Noone. To return to the Gar Wood Industries for a moment, 
Colonel, you have read a letter from them received by Air Force. 

Colonel Metzger. Sir, may I correct that’ Received by the Indus- 
try Planning Group, not by Air Force. 

Mr. Noone. Did you take that to preclude the possibility that they 
would be interested in the landing-gear strut silat ict ? 

Colonel Mrrzcrer. As far as the planning group was concerned, 
they accepted that as precluding the possibility of interesting Gar 
Wood in complete licensing of strut production. 

Yes, sir: Mr. Noone. 

Mr. Noonr. I asked that question because a representative of Gar 
Wood Industries testifying yesterday said that in 1949 and 1950 the 
company was in rather poor shape. T he ‘vy were losing money. They 
were anxious for business. They stated, had they been approached by 
the Air Force on this contract, they would have been very much 
interested in it, 

Colonel Merzcrr. Sir, our information is based upon the letter 
which T read to you. I might state, while we are on that subject, that 
I understand that as late as yesterday Gar Wood Industries indicated 
no interest in subcontracting. 

Mr. Noone. That is correct. They have also told us that they are 
now up their limit of capacity, but that a year or 18 months ago the V 
would have been very happy to take on additional work. 

Colonel Mrrzarr. This letter is dated August 2, 1950. 
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Senator Moopy. In this survey, Colonel, of 2,300 companies, which 
I take it was conducted all throughout the country, were there no facil- 
ities available in which this work could have been done without build- 
ing a new plant, or was this decision to build a new plant based on the 
so-called parallel-plant theory ¢ 

Colonel Mrerzcrer. There were no facilities available meeting the 
soidaat which we felt we could gamble with to support one of the 
most important items in the aircraft program. 

Senator Moopy. You did not have available to you, I take it, at that 
time the facilities of this Monroe Auto Equipment Co., which yester- 
day I thought made quite an impressive showing of its ability to 
mini a contract of that nature? Of course, I am not a technical 
man, but they indicated a series of clients that indicated they must 
be pretty good, and they definitely said they could have handled this 
contract and were ready to do it without building a new plant. 

Colonel Merzerr. We will certainly look into that immediately. I 
am also certain if capacity exists at Monroe Auto Equipment Co., 
there is subcontracting demand available and ready to pick up part of 
that capacity. 

If I may, sir, I would again like to point out that we are talking 
about equipment which we do not buy as such, when I mention the Air 
Force and Bureau of Aeronautics. It is purchased by our airframe 
manufacturers. Our interest in this particular item is one of assur- 
ing that the item will be available to our airframe manufacturers, so 
we can fly away and land the aircraft. 

Mr. Noone. But the Air Force does have the decision to make as to 
who shall manufacture the landing-gear strut, does it not? 

Colonel Mrrzcrr. No, sir, the Air Force may approve. The con- 
tracting officer of the airframe builder will decide purchases of parts 
and equipment going into the aircraft, but we do not direct the place- 
ment of any contract or furnish this equipment to the aircraft manu- 
facturer. 

Senator Moopy. But you certainly would have to approve the build- 
ing of a new plant; would you not ¢ 

Colonel Mrerzcer. Under the regulations by which we operate we 
recommend the construction of a new plant only provided that con- 
struction goes forth at private capital financing. 

Senator Moopy. That is right. Of course, these plants are all being 
amortized under the law passed by Congress allowing for rapid 
amortization. I haven’t noticed many plants being built without that. 
Therefore, it does take Government approval to go forward with 
such a plant. 

Colonel Merzcrr. Sir, it is not Air Force approval or service ap- 
proval. Our policy is that on those applications determined to be of 
direct interest to the Air Force or on which the Air Force is best 
informed, comments will be directed to the final recommending au- 
thority of the delegate agency. The comment will state that the De- 
partment of the Air Force considers that (a) the end products or 
services to be furnished by the applicant are necessary to the Air 
Force in the interest of national defense, and () existing facilities are 
insufficient to produce the product or service in the qu: intities desired. 

Senator Moopy. Colonel, if you had not thought this was a proper 
undertaking, do you feel that the Delco plant would have gone ahead ? 
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If the Air Force said, “We don’t think it should go ahead this way, 
an existing facility can be used,” would the contract have gone ahead 
in that manner ? 

Colonel Merzcrr. I don’t know. 

Senator Moopy. That is not within your authority ? 

Colonel Merzerr. It is not within our province. It is within our 
province to recommend. 

Senator Moopy. To recommend to whom ? 

Colonel Merzerr. To DPA. 

Senator Moopy. I see. 

Did you recommend that this be approved ? 

Colonel Mrrzcrr. Yes, sir. 

Senator Moopy. Of course, I realize, Colonel, that this sort of 
thing is a very difficult thing to decide, whether a new plant should 
ne built or not. I would like to cite you a current instance. Mr. 

E. Wilson, Mobilization Director, has issued a directive—and I 
hae by the way, that the Air Force will take due cognizance of that 
directive—to the effect that a special effort should be made to place 
contracts in areas where there is a labor abundance and management 
available rather than going out and constructing a new facility or 
putting a contract in another area where there is not an abundance of 
productive facilities available, as there now is, incidentally, in the 
State of Michigan. 

Currently, we have found one of the big motor companies contract- 
ing to build an engine in Chicago with the approval of the Govern- 
ment and now comes a situation where another engine is going to be 
built, according to an Air Force announcement of yesterday, i in that 
plant in Chicago, although, I understand, there is not much available 
labor in Chicago. There is labor in the home vicinity of the company 
that is doing it, the Ford Motor Co. The reason given for putting 
this engine contract into the Chicago area instead of the area where 
that company might most naturally be expected to place it, was that 
there was a plant available. They didn’t want to build a new plant. 
Therefore, since that policy is often followed, we sometimes wonder 
why a case like this, where apparently there are facilities available 
why a new plant is built, do you see? 

Colonel Merzcrr. Yes, sir. 

Mr. Noonr. Colonel, you have listed seven criteria used by the Air 
Force and the industry advisory group in locating a facility or a 
contractor for this strut contract. Was it necessary that a contractor 
qualify on all seven points? 

I will tell you why I am asking that question. Our committee, 
of course, is interested in small businesses getting into defense pro- 
duction. Many of them have come to us saying that they cannot 
get their foot in the door for the reason that the procurement agencies 
are soliciting business only from companies that have produced the 
same item in the past. That brings up the question of availability 
of know-how. Does that mean previous experience in producing 
this particular item ? 

Colonel Merzcer. Not entirely. This means. in part. that there 
shall be available to that particular company by name supervisory 
personnel who would have had similar experience in high-precision 
machining and also there be available a labor market. labor supply, 
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which is capable of machine operations necessary for this type of 
production. 

Senator Moopy. To what extent does availability of labor supply 
enter into your calculations ¢ 

Colonel Merzcrer. It is a very important factor, sir. 

Senator Moopy. I am questioning whether, with were a large sup- 
ply of labor in some industrial areas, particularly the area I am most 
interested in, namely, industrial Michigan, your decision in put this ad- 
ditional engine contract in Chicago was a wise one. There isn’t such 
availability of labor in Chicago as there is in Detroit now. Yet they 
put this new engine contract or are putting it, as I understand it, in 
that Chicago plant, in the old Dodge plant, now the Ford plant, in 
Chicago. Iam wondering what was the reason for that decision. 

Colonel Mrrzcrr. Sir, I think you stated a reason as given by the 
Air Force or somebody for putting the engine contr: act in Chic ago. To 
repeat it, it was that a plant was available. That was one basic reason 
for making the decision. We have, to my knowledge, no knowledge of 
any sc os ity of skilled labor to support that program in Chicago. 

Mr. Noone. To go back to two other criteria, Colonel, acceptability 
to the airframe producers and acceptability to the licensor, who, T 
understand, is Cleveland Pneumatic—is Cleveland Pneumatic the 
licensor on this landing-gear strut ? 

Colonel Merzcrer. Yes, sir. 

Mr. Noone. Does the Air Force have any power of review should 
the airframe producer or licensor rule against a particular applicant 
for a contract on the landing-gear strut? In other words, could the 
licensor, for some reason known only to itself, rule out a company that 
wanted to manufacture the landing-gear strut and was otherwise 
qualified to do so? 

Colonel Merzcer. I think that is a legal question, sir; is it not? 

Mr. Noone. Pardon me? 

Colonel Mrerzcer. Is that not a legal question? Weare dealing with 
proprietary patent rights. 

Mr. Noone. It is a question of fact whether the Air Force can re- 
view. Take a hypothetical case: Assuming Monroe Auto Equipment 
Co. could qualify to produce this landing gear strut and for some 
reason the licensor did not want them to produce it. Could they ean- 
cel out Monroe Auto Equipment as a possible contractor or could the 
Air F ones overrule the licensor on that question ? 

' ‘olonel Merzcrr. That is still a question of law, is it not ? 

Mr. Noone. To state it another way—who has the majority of con- 
trol in deciding who is going to manufacture this landing-gear strut ? 
Does the licensor have the pom r to eliminate a possible contractor ? 

Colonel Mrerzcer. I think he does, sir. 

Sel nator Moony. Let me put it another way, Colonel. Who passed 
up this application of the Monroe Auto Equipment Co.? Was it the 
Air igine or the Cleveland Pneumatic Co. / 

(‘o} lonel Mi rZGER,. i far as the Air Force records are concerned, 
sir, we find no indication that the Monroe Auto Equipment Co. was 
ever queried. 

Senator Moopy. They did testify yesterday that they went to 
Wright Field and were referred to Cleveland and they left their ¢ ase 
in Cleveland, not at Wright Field, and never heard from them again. 
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Colonel Merzcrr. We shall certainly look into that, sir, and make 
a further report to your committee. 

Senator Moopy. We would like to have that report. 

Mr. Noonr. Some general questions, Colonel, with relation to the 
general problem of facilities and plant expansion. 

When Air Force has a procurement which it is trying to place, 
how widely do you advertise the need for facilities and ex: cactly what 
steps does the Air Force take to locate those facilities before recom- 
mending plant expansion ? 

Colonel Merzcrr. May I ask that General Smith, Chief of the 
Procurement Division, be sworn and permitted to answer that 
question ¢ 

Senator Moopy. Do you solemnly swear the testimony you give 
before this committee will be the truth, the whole truth, and nothing 
but the truth, so help you God ¢ 

General Smiru. | do. 

Senator Moopy, Will you answer the question, please / 

General Smrrn. In looking for a new source for an item, we search 
through every means at our: disposal, including the small-business 
oflices of the Department of Commerce around the c ountry. We begin 
by synopsizing our records—we have over 3 million different cards of 
contractors—3, 000,500—listing what items they are interested in. 
That gives us some idea of what type of capacity they hi ave. We go 
through all that. Some of those lists have as many as 3,000 names on 
them. 

We will circularize by postcard seeing whether they are interested 
in that particular item. After we have gone through all that and 
the synopsizing in our regional offices and the Department of Com- 
merce, we then make a call on the facilities people, Colonel Metzger, 
saying we cannot find any place this can be built, and we ask whether 
they know of any place. They may have records in their place of a 
man who has capacity who wasn’t interested previously, is now shown 
to be interested, and will take it on. We go through all of that before 
we expand facilities. 

Mr. Noone. How closely has your command been working with 
General Taylor’s small-business office ? 

General SmirH. We have a small-business office that works very 
closely with General Taylor. 

Senator Moopy. In a conference with Senator Sparkman, chairman 
of the full committee, and other Senators, General Taylor said he 
was going to place in the services with the procurement people, people 
specifically qualified to work with your procurement officers in the 
problem of spreading your base and getting contracts in the hands of 
small business as much as possible. “Has that been done as vet 

General Suiru. We have our own small-business people, but Gen- 
eral Taylor’s small-business people, if they are separate and distinct 
in the Department, have not been put out yet. 

Senator Moopy. Mr. Wilson, the Mobilization Director, has, as I 
understand, a directive which would make it possible to take into con- 
sideration the labor-surplus situation in an area. T have been getting 
reports that various companies in my State have been interested in 
the situation—these re ports have come from the Air Force and the 
Quartermaster Department of the Army—to the effect that this order 
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has not seeped down yet through them, so they have no authority to 
act under that order. 

I am wondering whether that action has been taken yet. Has that 
order reached your desk ¢ 

Mr. Gotpen. I believe I can answer that. 

I am Max Golden, Deputy for Procurement in the Office of the 
Secretary of the Air Force. 

You are talking about the order you spoke to Mr. Gilpatric about. 

Senator Moopy. That is right. 

Mr. Gotpen. We have met several times with Mr. Wilson and his 
representatives. As of yesterday he sent over a draft of a mobili- 
zation order. He has not signed the order, to the best of my know!l- 
edge. As a matter of fact, this morning that draft was going to 
be considered at the regular Munitions Board meeting. He wants 
cur comments on the draft. It is an order which will require study. 
The Air Force is behind it: 

Senator Moopy. You mean the Air Force is supporting it? 

Mr. Gotpen. The Air Force is supporting it. 

Senator Moopy. I am glad to hear it. 

Mr. Gotpen. We are in favor of taking the distressed labor situa- 
tion in as an important factor in considering awards, and if the di- 
rective is promulgated with clear authority, we are prepared to do 
it consistent with our military objectives; that is, if there is the as- 
surance that this distressed labor facility can produce the items, we 
are willing to pay a price differential if Mr. Wilson will authorize it. 

Senator Moopy. A reasonable price differential 

Mr. Gotpen. That is might. 

Senator Moopy. In the order the figure is 10 percent, isn’t it? In 
the order as drafted. 

Mr. Go.tpen. Yes; the figure is 10 percent. We have to work some 
quirks out in that. You have to apply that 10 percent to something. 
We construe it to mean that you will not limit your sources to the 
distressed areas, but you will solicit sources in other areas and add 
the 10 percent to the prices quoted by those sources, and, if the price 
quoted by the'distressed-area source is not above 10 percent, and so 
directed by Mr. Wilson, we are prepared to do it. We must—and Mr. 
Ww ilson agrees—always take into consideration the overriding factor 

‘ price and other considerations so that we are assured that we are 
going to get the item. 

nator Moopy. Of course. 

You have to strengthen the country. You have to get the item. But 
here is no sense in building a new plant if you can get the item from 
f wilities that are now available, and there is no sense in putting it in 

short-labor area where the lead time is long, when you can get it in 
an area where labor is available. 

Mr. Gotpen. There is one problem that is of concern to all the 
military departments and GSA in connection with this order. I think 
it is something that can be worked out. You know there are an awful 
lot of competing demands on us 

Senator Moopy. I will say there are. 

Mr. Goitpen. We have this distressed-area problem. We think, next 
to our military objectives of assurance of receiving the supplies on 


me, that the distressed-area factor probably is most important. 
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Senator Moopy. I am glad to hear that. 

I might say that Mr. Wilson has given us excellent cooperation in 
that regard. Lam very glad to hear the spokesman for the Air Force 
recognize the importance of that. 

Mr. Gotpen. Here is our problem. We hope somebody will clearly 
define what are the relative positions of such factors as small business, 
dispersal, the price factors, and some of the reciprocal programs we 
have. I think it is pretty hard to define. I sympathize with Mr. 
Wilson and he sympathize s with the military departments. 

Senator Moopy. The difficulty is that every individual case is a 
matter of judgment and you have to consider each case. I realize it 
isa difficult situation and the whole thing is complicated. 

Mr. Goutpen. We hope, leg ally and polic: ywise, that Mr. Wilson can 
work something out that we can use. We are doing as much as we 
can now about Mr. Wilson’s directive. We are prepared to, and have 
outstanding directives that take into account the acute labor areas 
when we place contracts. 

Senator Moopy. Did you say that is the subject of a meeting today 
of the Munitions Board ¢ 

Mr. Goutpen. The Munitions Board has that up for consideration 
today. That is one of the items that is being discussed. The real difli- 
culty is trying to geta directive out of Mr. Wilson that the contract 
ing officer for the military departments can work with and one under 
which he can be assured that the decision he makes will stick. He is 
plagued with all these very, very significant competing demands that 
he has been told to take into account, and it has gotten to the point 
where you have outstanding a directive issued for each competing ce- 
mand. The problem is a matter of pulling these various directives 
together and seeing which are most important. 

The *y did that during the last war. They had trouble with a sim- 
ilar situation and wound up with an order of precedence, listing mili 
tary objectives and distressed areas in that order and then said, “Here 
are other factors—small business, multiple sources—consider them 
also.” 

We have the same problem now. It is a little worse in a dual 
economy. 

Senator Moopy. This green light given by the ( a General 
was not quite as green as it might have been. He said it is all right, 
but subject to later review. Unless Mr. Wilson takes the responaibility 
under this order, the procurement officer is still in the same boat: is 
that correct / 

Mr. Goutpen. Yes. There is a great deal of confusion on the thing. 
I will be glad to tell you what the difficulty is. 

Senator Moony. I would be glad to hear it. 

Mr. Gouven. You recall, when the Comptroller General issued his 
decision on small business, we could live with that. That was geared 
to one of the military objectives, to spread the base. We didn’t need 
the Comptroller General for that. We felt legally we could turn to 
a small business and pay him the differential when we needed a second 
source. 

The military objective was to set up a second source. Price wasn't 
the object ive, 
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Remember the C omptroller General geared it to spreading the base. 
In this one he is not clear. He is not basing it on spreading the indus- 
trial base. If it is done to spread the base, we can pay a differential 
in price in the distressed area without his decision. He is basing it 
on the necessity of maintaining a good, healthy state of the economy, 
public interest ‘as distinguished from military defense. 

There is a feeling that the decision is fuzzy in the legal protection 
we have in doing it. 

Senator Moopy. I know this is ¢ omplex and this may not be summed 

up in a brief statement. It may be argued ad infinitum. But I 
would like to point out that this is of instant importance. For ex- 
umple, there is a small business in a small town in Michigan that is 
now making the same item it made for the Government during the 
Second World War. This is a Quartermaster item, not an Air Force 
item—helmet liners. There was a slightly lower bid on the item for 
renewal of that contract by another and much larger concern. Inci- 
dently, they were in another location. There is another bid coming 
up. The question is whether that slight differential shall be resolved 
in this case in favor of a company which is the only industry in a 
small town and which is in danger of being closed down completely. 
If you take too long in making this decision, this business and this 
town are going to go down. 

Mr. Gowpen. Is this an advertised contract? There is another 
problem. 

Senator Moopy. The first contract was a negotiated contract, be- 
cause this was the company that had made these helmet liners in the 
Second World War. Then they advertised it. This company bid 
$1.58, and Westinghouse bid $1.50. Westinghouse got the contract. 
There is now a third company. 

The Capac Industries will produce until March 1, but, if this thing 
hasn’t been settled and the contract renegotiated or advertised, I don't 
know what the technicality would be, so that they get a new contract 
by March 1, they will move the molds out of the plant. 

Here, because of a slight differential in price of 8 cents, a whole 
town will go intoa depression. 

Mr. Goupen. The reason I asked that question is that to the best 
of my knowledge Mr. Wilson’s proposed order, where we can give 
effect to distressed labor areas, is limited to negotiated contracts and 
it may be that the poor little buyer in the procurement office just can- 
not do a darn thing about it. When he is exhorted to advertise, he 
advertises, gets the ‘Tow bid, and he is simply without authority under 
that decision to take advantage of that little firm who should be kept 
in business. 

Senator Moopy. In the particular contract I am talking about the 
first bid was negotiated. The second bid was advertised. But now 
the question is whether or not they will negotiate the renewal. This 
has been about three weeks now that they have been trying to work 
out this order. If they can work it out now, they can negotiate this 
thing and I think they should do it. 

Mr. Goupen. They have the authority to negotiate. It is a policy 
decision, whether they want to. 

Senator Moopy. Is there a deadline or anything like that when they 
plan to get this thing into effect? 
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Mr. Gotpen. I understand there is a very short deadline, that they 
would like our answer today. 

Senator Moopy. Good. 

Mr. Gotpen. They would like our answer today on the thing. 

I can only give you the Air Force position. There hasn’t been time 
to touch base with the other military departments. I do have a feeling 
it is not a question of principle any more, but a question of getting a 
workable order. Everybody is in agreement with the prine iple. The 
—_— is whether the order, as presently drafted, is workable, be- 

‘ause it is the little buyer way down below who has to understand it 
sad be given some guidance. 

Senator Moopy. How does the buyer actually get the authority 
under which he feels he can safely operate? Is that correct ? 

Mr. Gouven. That is right. He can operate under a directive that 
simply says, “Here are factors to be considered and none of them 
are controlling, but some are more important than others.” Then 
he makes his decision. But he has to be given some guidance, some 
assurance that if he does make a decision, it will stick. I am glad 
to hear you say what you said about the Comptroller General's de- 
cision, because there is some question as to whether it is as clear as 
it should be. I think all the military departments would like to help 
out. I know the Air Force has told you that they will. 

Senator Moony. That is ght. 

Mr. Gotpen. I know we are moving forward. 

Senator Moopy. Mr. Gilpatric has been very cooperative. 

Mr. Go_pEeN. We are moving forward on one item you know about. 
that Iam sure, the Packard oth 

Senator Moopy. Yes, indeed. 

Mr. Goupen. We are trying to help out there. We agree in prin- 
ciple, and I hope all the departments can agree on a workable order. 

Senator Moopy. I do, too. I certainly hope so. 

General Smirx. Senator Moody, might I add a little to that? We 
have not waited for this directive. We have several sizable pro- 
curements—we are trying to put in Detroit now. 

Senator Moopy. What are some of those ? 

General Smitu. One is for some 800-odd airplane tug tractors that 
pull the airplanes around the airfield. 

Senator Moopy. Who is going to build those ? 

General Smirn. We don’t know. We are trying to put it in the 
Detroit area. It is down to Federal and Chrysler. 

Senator Moopy. I can assure you they can build it. 

General Smirn. We thought they would snap at it, but they haven’t 
snapped at it as fast as we thought they would. 

Senator Moopy. ae not ? 

General Suiru. I don’t know, but we are trying to place it in that 
area, about a $17 million contract. 

Senator Moony. $17 million? 

General Smirn. About that. 

Senator Moony. I feel quite sure they ought to be glad to get that 
business. 

General SmirH. So were we. We are pointing stuff toward that 
area. ; 

On that engine contract going into Chicago, in addition to the fact 
that the plant was in place there, there was a cut-down in the e ngine 
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already there; that is, a cut-back in rates, and that contract is just 
utilizing the personnel needed for the larger quantity of the other 
engine. 

Senator Moopy. General, is there going to be a cut-back on the 
production of planes in 1952 as a result of this general rephasing or 
not ¢ 

General Sxvru. Not in 1952. The schedules are not affected. 

Senator Mcovy. They are not affected ¢ 

General SmiruH. Not in 1952. 

Senator Moopy. As I understand, the Air Force in Korea is crying 
for more jet airplanes, is it not ‘ 

General Smiru. I believe so: yes, sir. 

Senator Moopy. Do you consider the number of jet airplanes avail- 
able to General Handley in Europe as adequate ? 

General Smirnu. I am not satisfied that I can pass on that. 

Senator Moopy. He wants some more, doesn’t he / 

General Smirn. Yes, sir. 

Senator Moopy. I am wondering whether you believe that the vul- 
nerability of the country is going to be extended in time because of 
this general cut-back order. I realize that is a matter of policy and 
if you do not want to answer it—— 

General Smiru. I prefer not to, sir. 

Senator Moopy. On this Delco plant, do you have any figures to 
show how much steel is going into that plant, Colonel Metzger? 

Colonel Mrerzcrer. No, sir. We do not. I believe that the bac ‘k-up 
information furnished NPA will indicate the dollars involved. 
Whether or not it has been interpreted in the light of materials, I do 
not know. 

Senator Moopy. That, of course, is the important thing right now. 
For example, we have cut-backs in small businesses all over the coun- 
try for lack of materials, materials used by the Air Force. 

I would like to ask General Smith one more question. You said 
you were putting a number of things in the Detroit industrial area. 
You mentioned the tugs, you me ‘ntioned the Packard contract. What 
is the number of that jet engine? 

General Surry, J—47 in Packard; J-57 in Chicago. 

Senator Moopy. What are some of the other contracts you are put 
ting in there? 

General Smrru. There have been lists submitted to Washington of 
the items we thought we could put in there. I don’t remember what 
they are. 

Senator Moopy. Who submitted that list ? 

General Smirnu. We did from the Air Matériel Command on re- 
quest from Air Force headquarters. 

Senator Moopy. Mr. Gilpatric requested you to submit a list of 
items that could go into Detroit? 

General Smiru. Yes, sir. 

Senator Moopy. I am glad. I knew he was acting in that direction 
bec -_ he told me he was going to and apparently “he has. 

Mr. Gotpen. I would like to assure you that he is. I have been in 
his office when you and he have spoken and we have moved on it. 

Senator Moopy. I am very gratified at that. 
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Mr. Noone. I would like to ask this question. The payment of a 
reasonable price differential has been a matter of concern to the com 
mittee for several months. During hearings on military procurement 
held by this committee last May ‘there arose a question as to where 
and when price differentials might be paid. I believe, Mr. Golden, you 
referred earlier to a decision by the Comptroller General, an earlier 
decision dated May 8, in which he stated that a justifiable price dif 
ferential could be paid for the purpose of broadening the industrial 
base and maintaining existing facilities. It was our opinion, at that 
time, that that gave you authority to pay a justifiable price differen- 
tial for the purpose of maintaining existing facilities, namely, plants 
that. for lack of contracts, might be lost to the economy. 

I am glad to see now that the question is being resolved. We were 
hopeful that something would be done long before this. We have 
been following this question very closely, and we will be looking for 
ward to Mr. Wilson's clirective on it. 

Mr. Goupen. As far as the Air Force is concerned, we are willing 
to agree in principle with it. I cannot speak for the other services. 

Senator Moopy. We have been considering holding public hear 
ings on that, but, in view of your statement, we will hold those up. 

Mr. Gotpen. On what question / 

Mr. Noonr. On the question of the payment of a price differential. 

Our opinion was that the authority was there. We wondered why 
the question couldn't be resolved. We see now that some impetus is 
being oliven to it. 

Mr. Goupen. The second decision opens the barn door wide. On 
the first decision five different lawyers will give you five different 
opinions as to What maintaining means. We read into that—main 
taining for mobilization requirements. 

Senator Moopy. General Smith, you said there was reluctance for 
taking the tue order / 

General Smiru. Delivery schedules are very fast and there is a firm 
outside the Detroit area that can give us the fast de livery. 

Senator Moopy. You are asking the Detroit people tO vive you a 
fast delivery ¢ 

General Smirit. An equally fast delivery. 

Senator Moopy. They are very competent as to fast deliveries. 

General Smrru. That is our understanding, our assumption. 

[ can practically assure you that it will go to the Detroit area. 

Senator Moopy. Thank you very muc hh. lam very glad of that. 

Mr. Gotpen. Do you want that last statement, “I can practically 
assure you that it will go to the Detroit area.” on the records 4 

Senator Moopy. | certainly do. 

| have been very gratified by Mr. Gilpatric’s activities in this re 


gard. He has made a substantial effort. I talked to him 3 or 4 


weeks ago. I guess you were there. 

Th: wk you very much gentlemen. 

I wish you would check that matter on the availability of this 
plant and why this Monroe Auto Co. wasn’t notified by Cleveland 
Pneumatic to bid on that. IT am quite certain they are a competent 
firm. ‘They were not called upon to bid, 

Colonel Merzcrer. I shall call that company upon my return to 
Wright Field, tomorrow. 
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Senator Moopy. Thank you. 

(See appendix A (p. 64) for Air Force report on Monroe Auto 
Equipment Co.). 

Senator Moopy. Herbert Scheier. 

Mr. Scuetrer. Here. 

Senator Moony. Mr. Scheier, do you solemnly swear in the testi- 
mony you give this committee you will tell the truth, the whole truth, 
and nothing but the truth, so help you God 

Mr. Scueter. I do. 

Senator Moopy. Mr. Slaughter, in the testimony you give this com- 
mittee, do you swear to tell the truth, the whole truth, and nothing 
but the truth, so help you God? 

Mr. Stauenter. I do. 

Senator Moopy. Mr. Mitchener, do you swear, in the testimony you 
give this committee, to tell the truth, the whole truth. and nothing but 
the truth, so he ‘Ip? vou God ? 

Mr. Mircnener. I do. 

Senator Moopy. Colonel Moriarity, in the testimony you give the 
committee, do you swear to tell the truth, the whole truth, and nothing 
but the truth, so help you God ¢ 

Colonel Mortarrry. I do. 


TESTIMONY OF HERBERT H. SCHEIER, DIRECTOR, TAX AMORTI- 
ZATION DIVISION, OFFICE OF RESOURCES EXPANSION, DEFENSE 
PRODUCTION ADMINISTRATION, ACCOMPANIED BY B. K. SLAUGH- 
TER, ASSISTANT FOR SMALL BUSINESS, OFFICE OF PROCURE- 
MENT AND PRODUCTION, DEFENSE PRODUCTION ADMINISTRA- 
TION; JOSEPH J. MITCHENER, DIRECTOR, AIRCRAFT DIVISION, 
NATIONAL PRODUCTION AUTHORITY; COL. GEORGE H. MORI- 
ARITY, CHIEF, PRODUCTION OPERATIONS BRANCH, AIRCRAFT 
DIVISION, NATIONAL PRODUCTION AUTHORITY; AND FRED 
McINTIRE, OFFICE OF GENERAL COUNSEL, DEFENSE PRODUCTION 
ADMINISTRATION 


Senator Moopy. Mr. Scheier, you are Director of Tax Amortization 
Division, of DPA? 

Mr. Scuerier. Of the Office of Resources Expansion in DPA;-yes, 
sir. 

Senator Moopy. Are you familiar with the application of General 
Motors, Delco division, for a certificate of necessity for accelerated 
tax amortization in the Dayton, Ohio, plant ? 

Mr. Scuerer. Yes, sir. 

Senator Moopy. You approved that application, I take it? 

Mr. Scurrer. Yes, sir. 

Senator Moopy. Will you tell the committee why, please ? 

Mr. Scuerer. We have received the spenelnt, as I recite in this 
statement. In due course we forwarded it to the National Production 
Authority for report and recommendation. They, in turn, trans- 
mitted it to the Aircraft Division. The Aircraft Division reported 
on it and it came back to us with a recommendation that a certificate 
be issued. 
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(See appendix B (p. 66) for full text of Mr. Scheier’s prepared 
statement. ) 

Senator Moopy. The Aircraft Division of NPA? 

Mr. Scneter. Yes, sir. The Aircraft Division made a report on it 
and returned it to the facilities and construction bureau of NPA, 
which had a tax amortization division which reviewed the report of 
the Aircraft Division and then made a report and recommendation 
to us and that report and recommendation we received, and the recom- 
mendation was that a certificate be issued. 

Senator Moopy. Is that your usual procedure in issuing a certificate, 
or do you make, ordin: wily, a separate analysis of the situation on 
your own ? 

Mr. Screrer. We, in every instance, refer an application for a cer- 
tificate ot nec essit\ to one of the delegate : agence ies, as the “y are C ralled, 
by the President’s Exec utive order, for a report and recommend: ition. 
Thos se de lemate agene ies consist of the Departmen t of the Interior, the 
Defense Transport Administration, the various sections of the Depart- 
ment of the Interior, the Department of Agriculture, and the Depart 
ment of Commerce. The National Production Authority of the De 
partment of Commerce is the agency that handles those that are 
referred to them. 

Senator Moony. All of the industrial expansions in the ordinary 
sense of expanding military plants clear through the National Pro- 
duction Authority / 

Mr. Scueimr. By and large, those would go to the National Pro 
duction Authority. At the present time they have 34 different divi 
sions, specialist divisions. So those cases that go to the National Pro 
duction Authority are routed to the particular divisions where special- 
ists in that product review the application. 

This one for this Delco plant in Dayton was routed to the Aircraft 
Division and they proceeded to investigate it, make a report on it, 
which, in due course, was transmitted to us. 

Senator Moopy. Do you act automatically on that recommendation, 
or do you make an investigation of your own? 

Mr. Scurter. We review the papers that are before us which consist 
of the application that has been filed, the exhibits that go with it, any 
supplementary information that has come to our attention, and the 
report and recommendation of the de ‘legate agency. If there is any- 
thing in that that makes us aware that a problem is involved that needs 
further investigation, we make that investigation within the agencies 
of Government. We have no staff. of course, to go out in the field. 
We are instructed to use the existing agencies of Government to get our 
facts, make investigations, make decisions. 

Senator Moopy. Before granting this certificate of amortization, cer- 
tificate of necessity, was any representation made to you that there 
were companies which would be glad to do this contract with e xisting 
facilities? 

Mr. Scuetrer. In this instance, as I recite in this statement. after 
the recommendation was returned to us, we were apprised of the fact 
that this committee was concerned with the question of whether there 
were existing facilities that could be utilized. 

Senator Moopy. When was that? 

Mr. Scuerer. That was in the first week of November. or around the 
middle of November. 
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Senator Moopy. 1951? 

Mr. Scugrer. 1951. 

The recommendation was not returned to us until November 6, 1951. 
Thereafter, we were informed of that. So in this case, to satisfy our- 
selves before the certificate issued, we had one of the men in our 
office make a special investigation of this by a conference with the 
Aircraft Division of NPA 

Senator Moopy. Would: you mind telling us who made the inquiries 
for you and whom he t: alked to at NPA ? 

Mr. Scuemr. The gentleman in our office was Mr. John Rae. He 
talked to Colonel Moriarity of the Aireraft Division. I believe he also 
spoke to Mr. Slaughter, who is at the table here, of the Office of Pro- 
duction and Procurement of DPA. Mr. Slaughter is particularly 
concerned with problems of small business. 

Senator Moopy. I see. 

Mr. Scuerrer. He discussed this matter with these gentlemen, and 
particularly with the Aireraft Division. 

Mr. Rae had been, by coincidence, a colonel in the Air Force and 
stationed at Wright Field, and perhaps was the best qualified person 
in our office to talk about aircraft to someone in the Aireraft Divi- 
sion, so he discussed the matter with Colonel Moriarity. He received 
cert un | nformation from Colonel Moriarity in connection with this 

application. We also received some information from Mr. Slaughter. 
have set out in the statement the specific facts that we obt: ained by 
this conference with Colonel Moriarity. What we were concerned 
with was in ascertaiing what the Aireraft ri ision had done to satis- 
fy itself that the recommendation should be approved. We were 
sfied that they had made a thorough investigation before they 
had sent up their recommendation. 

On the basis of these investigations, the material we had in our 
files, and the application, we concluded that the National Production 
Authority was satisfied that the Air Force had made a thorough sur 


vey of all available capacity in the country for the production of struts 
and landing gear before it awarded a facilities contract to the ap- 
plicant and requested the applicant to engage in the production of 


Those items 

Senator Moopy. Did the Monroe Auto Equipment Co. come into 
the picture so far as your investigation was concerned ¢ 

Mr. Scurter. We had no knowledge at any time of the Monroe Auto 


Equipment Co. as a possible supplier of these gears and struts. 
Ser ator Moopy. Y ou were not informed that they had gone to the 
Clev land Pneumatic Tool Co. in Cleveland—tfirst they had gone to 


Wright Field, although the Wright Field records do not show it. 
Mr. Scurierr. We were not informed of that. We had no way of 
-_ ing informed of that except as someone might voluntarily have told 
s about it. But we have no record that. we were informed of that 
fact or of any other particular company. 
Senator Moopy. Did anybody tell you about it / 
Mr. Scueter. We have no record of it. 
Senator Moopy. Whether it is in the record or not, did anyone tell 
you about it 7 
Mr. Scnemr. No, sir. That is, not prior to what I have heard at 
these hearings about Monroe Auto Equipment Co. 


siren acccnrie 
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Senator Moopy. You said there was no record about it. I wondered 
if anybody told you about it. 

Mr. Scueser. Not prior to these hearings. 

Senator Moopy. Did anyone tell you the interest of Omaha In- 
dustries in this contract ? 

Mr. Scuerrer. I think that Mr. Rae may have heard from some of 
the gentlemen with-whom he conferred about Omaha Industries, but 
I am not sure of that. whether he heard of that before the certificate 
was issued or if it was information that came to his knowledge sub- 
sequently after these hearings were initiated. 

Senator Moopy. I notice Mr. Kirkland, of Omaha Industries, has 
returned tothe room at our request. He testified yesterday. 

Will you come forward, Mr. Kirkland, please ? 

You were sworn vesterday. I wonder whether you didn’t testify 
on this point Did you evidence an interest in this contract In mak 


ing these landing vear struts, or not 4 


TESTIMONY OF CLARENCE KIRKLAND, OMAHA INDUSTRIES, INC., 
OMAHA, NEBR.—Resumed 


Mr. Kirkianp. The first time we heard of it was when we were 
called by Mr. Stults, of the Senate Small Business Committee. 

Senator Moopy. When was that / 

Mr. Kirkianp. I would iagine that was I don’t have niy records 
with me, they are at the hotel my guess isthat was either late October 
or early November, 

Senator Moopy. Did vou tell the Air Force you were not interested 
in this contract / 

Mr. Kirktanp. No, sir. We weren't contacted by the Aur Force. 
We were contacted by the Senate Small Business Committee and by 
Mr. Slaughter. 

Senator Moopy. By whom inthe Senate Small Business Committee ? 

Mr. Kirkianp. Mr. Stults. 

Senator Moopy. What did he say to you! 

Mr. KirnkLANp. Ile called and asked whether or not we had heard of 
a procurement of the Air Force for landing gears. I told him we had 
hot. Ile asked whether Omaha Industries could produce them. | 
sald we could produce them. He asked if we needed additional facil- 
ities. I said we would have to find out the plane the landing gear was 
to be used for, the quantity, the starting rate, et cetera. Ile said he 
didn’t have that information at hand. He wanted to know whether 
Wwe were interested. We were very definitely interested in at least 
looking at the proposals. 

Senator Moopy. Did you tell Mr. Stults that you could produce it # 

Mr. KirkLanp. Yes, sir. 

Senator Moopy. Did you ever tell the Air Force that you were not 
interested in the contract ? 

Mr. KirkLanp. No, sir. 

Senator Moopy. One oflicer testified this morning that he understood 
you to say, as late as November, that you were not interested in this 
contract. 

Mr. Kirkitanp. We have never had an opportunity to find out 
other than when we were in Mr. Amis’ office the other day what the 
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model was. We learned then it was for the F-84. It is not too diffi- 
cult a piece of equipment to produce, in our opinion. 

Senator Moopy. Do you feel you can produce it ? 

Mr. Kirxianp. We can produce it. How soon we can get into pro- 
duction on it, the quantity, the rate we produce, we would have to have 
an opportunity to screen it. We would have to set up the necessary 
physical and engineering, et cetera, facilities in order to put this item 
into production. It is not a simple mechanical device. It is a compli- 

cated piece of equipment that is used in a very fast plane, but it 1s 
not a strange piece of equipment to our facility. 

Senator Moopy. I see. 

I just wanted to clear that point up as to where this came from. | 
did not know that the Small Business Committee had contacted you. 
There had been others that contacted the committee about this thing. 
I think you dealt with this committee before. 

Mr. Kirktanp. That is right. 

Senator Moopy. You have pooled industries in Omaha as a pooled 
producer, and that is undoubtedly the reason Mr. Stults called you. 

Mr. Kirkianp. That is right. 

Senator Moopy. You did not tell anybody you were not interested 
in that contract, did you? 

Mr. Kirkianp. No, sir; not as such. When we were in Wright 
Field, we did talk to people in Wright Field and we evidenced more 
interest in the procurement of other items for the Air Force. 

Senator Moopy. Did they discuss landing gear struts at that time? 

Mr. Kirk ann. Briefly. 

Senator Moopy. What did you tell them ¢ 

Mr. Kirktanp. We told them we could produce them: however, we 
did not want to enter into any fuss about making those as against 
something else, if they had other items in Air Force Procurement. 

Senator Moopy. You were looking for business, in other words ? 

Mr. Kirkianp. Yes, sir: and still are. 

Senator Moopy. All right. 

Thank you. I just wanted to clear that point up. 

Thank you very much for coming back. 

I don’t see any reason for delaying you longer. I wanted to clear 
up that point in the record. 

Mr. Kirkianp. Am I excused? Thank you. 

(Mr. Kirkland left the hearing. ) 

Senator Moopy. I am informed by Mr. Noone, the committee coun- 
sel, that in the course of our investigations the committee staff checked 
six possible facilities for making this strut, and three out of the six 
indicated that they would have been able to handle this thing at the 
time the facilities were decided upon. 

As Mr. Noone just pointed out to me, that raises some question that 
there were 2,300 checked by this committee and they came up with 
none, as T understand it. 

Would you make a statement on that, Mr. Noone, please ? 

Mr. Noone. The Air Force has testified that their Industry Advis- 
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ory Board on landing gear struts circularized 2,300 different potential 
sources, that all of these sources were investigated by the Air Force, i 
Bureau of Aeronautics Planning Board. The number that indicated i 


an initial interest was approximately 300. It was finally determined 
that about 25 had capabilities as complete strut producers. Applying 
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the criteria established by the Air Force, this number was reduced 
to five possible contractors who were recommended for activation as 
producers of complete landing gear. In other words, out of 2,500 
circularized, only 5 appeared to ‘be qualified by the Air Force. 

Senator Moopy. You mean appeared to this committee. 

Mr. Noone, Appeared to the industry advisory group. 

Senator Moopy. The group which includes members of the Air 
Force and these other strut producers. 

Mr. Noone. Yes. 

The official name of the group is the Landing Gear Industry Mobili- 
zation Planning Group, chairmanned by the Air Force. 

Senator Moopy. Mr. Mitchener. 

Mr. Mrrcnener. Yes, sir. 

Senator Moopy. You were consulted, were you, by Mr. Scheier’s 
office on this contract ? 

Mr. Mrrenener. I believe Colonel Moriarity was consulted by Mr. 
Scheier’s office. I am the Director of the Aircraft Division, Senator, 
and one of my responsibilities is for the recommendation of approval 
or disapproval of applications, for tax amortization and loans as it 
affects the aircraft industry. Under my supervision Colonel Mort- 
arity heads that particular activity in the Division. 

Colonel Moriarity has had rather wide experience in the manufac- 
turing industry and very close association with the plants and the 
manufacturing concerns that were operating in the Second World 
War. He is charged with the responsibility for making the necessary 
determination that the facility is essential. Its essentiality, of course, 
is something we are concerned with only in regard to the contractor 
or the company that is to erect the facility. If we discovered, for 
example, that the contract had been let by Air Force and it was con- 
troversial as to whether there might be a “- deal of capacity for 
the manufacturer of that particular item, in facilities already exist- 
ing and available, we would certainly rai the proposal that the 
rapid tax amortization be made. 

Senator Moopy, Perhaps I should ask Mr. Scheier this: What is 
the total of tax amortization to certificates granted to date? 

Mr. Scieter. T would say approximately 6,000, 

Senator Moopy. What is the total in dollar value? 

Mr. Scueter. There is a substantial difference between the amount 
of the application, of course, and the amount that is eligible under 
those applications. 

Senator Moopy. How much have you allowed / 

Mr. Scuerer. Then there is the percentage that is certified. 

Senator Moopy. I am interested in the amount allowed. 

Mr. Scuerer. I can mention all three figures or any one. 

Senator Moopy. Just as you please. The figure IT am interested i 
is how much has been certified ? 

Mr. Scueter. I would say there has been certified approximately 
$11 billion in applications and an approximate average of 67 percent 
over all. 

Senator Moony. 67 percent of what? 

Mr. Scueter. 67 percent of $11 billion. T don’t have the exact 
figures with me as of the end of last week, but I will be glad to submit 
it to the committee. 

Senator Moopy. T wish you would. 
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As of January 14, a Defense Production Administration statement 
shows the total was $11,514,000,000; is that correct ? 

Mr. Scneier. I was using my recollection. That is probably cor- 
rect; 67 percent was the average at the end of the last week. 

Senator Moopy. You mean you have approved 67 percent of the 
applications ¢ 

Mr. Scurter. No, sir; 67 percent was the average percentage of cer- 
tification of these applications which aggregate $11,500,000,000. We 
do not approve facilities at an amortization rate of 100 percent, They 
vary. The average of all the dollars that we approved against the 
amount of the application was 67 percent. 

Senator Moopy. And this $11.514,000,000, is that the total of the 
applications, Mr. Schelier’ This statement says the amortization 
would be 69 percent of that. 

Mr. Scueter. Would be 67 percent of that. 

Senator Moony. 69 percent in this. 

Mr. Scueuer. It varies from week to week sometimes, but it has 
varied between 67 and 69 percent. That would be of the amount that 
is eligible for tax amortization. The amount of $11.5 billion would 
represent the total amount of investment made by the applicant. 

Senator Moopy. I see. Thank you. 

Colonel Moriarity, will you tell us, please, the reasons why you 
approved this amortization / 

Colonel Mortarrry. Yes, si 

I think we followed our normal channels on this case. This is 
just, I would say, a regular case. 

First of all, we investigated the amount of contracts held by the 
applicant, which was approximately $89,000,000, 

Number two. the item be ing produce “l. 

Senator Moopy. The number of what held by the app yheant / 

Colonel Moriariry. The contracts held by the applicant for produc 
tion items. 

Senator Moopy. I see. 

Colonel Mortarrry. 889,000,000, 

Senator Moopy. That is in this particular contract ‘ 

Colonel Mortarrry. This particular project, sir. Delco held $89, 
000,000 in defense projects to be used in the facility specified within 
the contract. As to oleo struts, I would say I was extremely interested 
in that because all during the war at Wright Field I held a position 
comparable to Colonel Metzger’s position, and Colonel Metzger was 
one of my staff assistants then. We made a comparable survey during 
the war of not quite as many companies due to the fact that during the 
war there were not so many companies engaged in business. So, know- 
ing how thoroughly Wright Field and particularly, under Lieutenant 
General Cook. who was my immediate superior, how thoroughly re- 
ports are made there and how intricate landing gear struts are, we 
made an investigation through the Pentagon as to what steps had been 
taken by Wright Field in the selection of Delco. 

We were informed of the information whic h the committee and the 

irman has received here this morning, of 2.300 companies and so 
on and so on,andall that. That was good aan for us, based on this 
reason. It is not that we rubber-stamp anything that comes through 
to us. because. 1f we believe at any t ime that there is a variance of opin- 
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ion, either from a manufacturing point of view, an engineering point 
of view, a facilities point of view, or whatever it is, we will de bate the 
situation back and forth until we are at least satisfied. 

In this particular case, the Delco Co., we were thoroughly familiar 
with that company because all during the war I was one of the origin- 
ators in trying to talk Delco into coming into the oleo strut business. 

Senator Moony. It is a highly competent company. There is no 
doubt about that. 

Colonel Morrarrry. Yes, sir, that 1s correct. 

During the war they made the B-25, B-26, and B-24. So with that 
background, plus our investigation through normal channels, made 
by competent engineers, not only of the Air Force but engineers who 
were fully acquainted with the design, construction, manufacture, 
production, inspection, testing of the other allied companies, that to 
us signified it was clearly acceptable, plus the assurance of the Air 
Force that they would back that up 100 percent. 

Now, insofar as the building is concerned, I would like to make this 
statement from an engineering point of view. 

Brick, mortar, cement, glass, copper, are very, very inexpensive 
when you come down to the production of items similar to this, be- 
cause, if that is the case, you can move into some vacant city hall or 
some carnival place. 

During the war we did that in order to build oleo struts. We took 
over the Minneapolis fair grounds and put A. O. Smith out there to 
build them. 

When I made my report to the general in Washington, he said he 
wanted to look us up and see whether we were drinking, because, in 
my report, I said we were making so-and-so struts in the elephant 
house, and we were ¢ ausing so-and-so to be built in the monkey house. 
They didn’t realize we h: id taken over a part of the zoo. The build 
ings were not numbered so I had to call them by what they were 
known. 

I would like to invite attention to the fact that only 50 percent of 
this building is being used for the construction of the landing gear 
struts; 50 percent of it is being used for the production of a tot: al list 
of items which I am very happy to supply the committee, which are 
all defense items, for the Ordnance Department, for the Corps of 
Engineers, for the Signal Corps, for the Air Forces, both the Bureau 
of Aeronautics, and so forth. 

Senator Moopy. We would like to have that list. 

Colonel Moriariry. | have it right here. 

Senator Moopy. When will this building be completed ? 

Colonel Morrartrry. Well, the building has been delayed a little. 
They anticipate commencing production the latter part of 1952. 
There may be a delay of 30 to 60 days. 

Senator Moony, Why? 

Colonel Moriarrry. The program was changed on them, for one 
thing, for the machine tools. The second thing, from what I under- 
stand, Senator, is that a few changes had to be made in the planes. 
But as to the real set-back date for that, I could not answer that and 
give you full particulars, sir, but I can get it for you. 

Senator Moopy. What are some of these other items? 

Mr. Scuerrer. They are set forth on the second page of my prepared 
statement. 
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Senator Moopy. Oh, yes. 

Colonel Mortariry. They are the same items that the colonel will 
recite here. They are producing a tank generator for the Detroit 
Diesel, Detroit, Mich., for Army Ordnance. The contracts on hand 
amount to $12,810,000. 

They are producing a tank chassis, 214-inch shock absorber for 
Ordnance Tank Automotive Center, Detroit, Mich., in the amount of 
$3.495,300. 

They are producing a tank pump for Buick transmission for the 
Buick motor division, GMC, Flint, Mich., in the amount of $4.968,000. 

Senator Moopy. Colonel, did you satisfy yourself that there was 
no facility to manufacture these items? Here are items being manu- 
factured for Detroit and Flint areas that at the present time are 
labor distress areas. You were here when the Air Force testified 
that great effort is being made to put contracts into those areas. 

Colonel Mortariry. Right. 

Senator Moopy. Those are areas where skilled labor is available. 
There is plenty of machining of some sort available. I think perhaps 
not the same sort as needed for this. Did you survey the Detroit area 
and find out whether or not these items could not be produced in that 
area ¢ 

Colonel Mortariry. No, sir, we didn’t. 

Senator, I would like to say on that: I have found that in many 
cases—I would say in the majority of cases—intricate items have 
generally gone to where the know-how exists. With Delco the type 
of items that are here enumerated are specialized items. I think their 
supervision, management experience, and know-how is incomparable. 

As I understand it, they had machinery necessary for production 
of those items. 

Senator Moony. They have the machinery now ? 

Colonel Mortarrry. They have a goodly portion of machinery for 
the items I have mentioned. 

Senator Moopy. Is this a tank chassis or a shock absorber? 

Colonel Mortariry. It is the shock absorber for the tanks. 

There are some other items I would like to point out to the com- 
mittee, 

Senator Moopy. If I may interrupt you, Colonel, shock absorbers 
are the specialty of this Monroe Auto Equipment Co. They are the 
company that indicated yesterday they would like to take over this 
other contract for struts. 

Colonel Morrariry. I see. 

Of course, I don’t know that. I have never been aware of the 
Monroe Co. 

Senator Moopy. You say you never heard of the Monroe Co. ? 

Colonel Morrartry. No, sir. 

Senator Moopy. I think they testified that they made 75 percent 
of all the shock absorbers during the war. 

Mr. Noone. All the shock absorbers going into tanks during the 
war, 

Colonel Mortartry. Being an Air Force officer, I didn’t know a lot 
about tanks. ' 

: oe eee: The fact remains that, clearly, Monroe could make 
snocK absorbders 
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Colonel Moriarrry. Just speaking at this point, as a layman, for 
military use there is a little difficulty on the tolerances they hold on 
that. ‘As far asthe Ordnance products go in that regard, I can’t speak 
about that. I cannot justify Ordnance’s reasons. I am not qualified, 
sir. But that was taken into consideration in the volume of business 
that was to go into this plant with respect to the landing-gear program. 

Senaor Moopy. In other words, they gave this business to Delco and 
put this together and said, “They will put a new plant up for it. 

Colonel Mortarrry. I don’t know. I couldn't answer that. But J 
Was giving you what I was evaluating as it came to us. 

Senator Moopy. I see. 

Mr. Noone. Wasn't Delco, in fact, already manufacturing some of 
these parts in a building on that site? IT understand this is an ex 
pansion, 

Colonel Mortarrry. I think to a certain extent, but not on what 
you would call a continuous production line to any large amount. 

Senator Moopy. Who was the prime contractor for these landing 
struts ¢ 

Colonel Moriarrry. Who was the prime contractor / 

Senator Moopy. Yes. 

Colonel Mortartrry. North American and the Buick-Olds-Pontiac 
division of General Motors. 

Senator Moopy. This list submitted by Mr. Scheier indicates that 
the Gene - Motors-Buick-Olds-Pontiac division subcontracted S32, 
882,000, to Delco-Remy division on these landing-gear struts. 

eked eaisk ry. That is correct. 

Senator Moopy. Do you know whether any investigation was made 
by General Motors to determine whether or not these other companies, 
whether any other companies with existing facilities, could make these 
struts? 

Colonel Mortarrry. Well, it is my belief and understanding from 
my conversations with the Pentagon, with the Air Forces, that the com- 
mittee on which Colonel Metzger spoke this morning, was doing the 
evaluation of the plants throughout the country for all of the air- 
frame manufacturers and for Wright Filed and for the Bureau of 
Aeronautics. ‘That was my understanding why the committee was set 
up as an over-all evaluating group, and I am quite sure, sir—of 
course, | cannot say, because ‘I do not know factually—that all of the 
prime contractors were interested in the survey as made under the 
jurisdiction of the Air Forces at Wright Field. 

Senator Moopy. This one company which appeared yesterday—the 
Shock Absorber Co.—certainly could make shock absorbers for tanks. 
It did make them during the last war. It did make them for the 
auto industry. Part of this new plant of Delco would be used for 
making shock absorbers, that this company says it could make. We 
find now the same company says—of course, I am not a technical man 
and I cannot pass on its competency but I point it out to you as a 
company hich has been widely used by prime contractors in the auto- 
motive industry—this company says it can also make these landing 
struts, and they recited at length their experience in hydraulics. Yet, 
landing struts are assigned toa new plant within the same corporation. 

I just wanted to point that circumstance out. Part of these landing 
struts also are made for North American Aviation Co. 

Colonel Moriarrry. That is right. That is the F-86. 
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Senator Moopy. $15 million. So roughly, a third of the struts 


would be made for North American Aviation and two-thirds of the 
struts would be made by Delco for another General Motors division 
in a new plant instead of in the facilities already existing in these 
other plants. 

Colonel Morrartry. That is right, sir. 

You said facilities already existing where, sir? 

Senator Moopy. The testimony yesterday was to the effect by this 
Monroe Co., that they could make these things. 

Colonel Morrarrry. Well, Senator, of course, I do not know. I 
cannot say about Monroe. I don’t know the company. Undoubtedly, 
it is a very worthy company or it wouldn't want to get into that type 
of business. 

However, during the war, General Knudsen asked me personally to 
ride herd on the oleo strut landing-gear program. Every time General 
Wolf would call me over he wanted to know how the aspirin corner 
was getting along bec “ause, gentlemen, I would just like to give an 
illustration in a layman’s language of a landing-gear strut. 

It is an inner and outer cylinder which works through. You don’t 
only have machine finishing, you have a honing finish plus a lap 
finish. You have heard a thing is soft as a cat’s whisker. The finish 
in there has to be practically perfect. 

During the war we had some manufacturers, particularly the auto- 
motive industry or the farm-machinery business, when they would 
come in to ask us for orders which were under my jurisdiction—not 
the contractual phase, but the approval of the manufacturers—when 
we brought out the blueprints and showed the tolerances, they would 
start to laugh. I would ask them why they were laughing and they 
would say they never heard of such tolerances. : 

We had tolerances to one one-millionth of a micro inch. If you 
picked the plunger up in a fuel engine system, the heat of your finger 
expanded it so you would have to put it on dry ice before you put 
it back in. Only measurement by light could be used to measure the 
tolerances. 

Senator Moony. Is that the case in the oleo strut ? 

Colonel Moriariry. No. Iam bringing you from extremes of what 
happens in the aircraft industry. On the oleo struts you will run 
around to ten thousandths and a little higher on certain operations. 

Here is a very difficult thing that the average manufacturer over- 
looks. We have had so much experience in the past on it with manu- 
facturers. They may have three to four hundred hours machining 
work—lapping, honing, and everything on that strut—and one wrong 
cut on the finishing operation ruins the whole strut. I think that is 
something that should be taken into consideration. I don’t mean by 
the Monroe Co., but by other companies, that it takes a tremendous 
amount of finances to handle a large contract, particularly on this 
type of very hazardous machining, honing, lapping, and these opera- 
tions. 

We found a lot of companies, Senator, that could do it, were capable 
of doing it, but they were looking around for something else, not that. 
The closest ones that we ever found as a manufacturer to come close to 
that type of work were those manufacturers who were working on 
large-sized gun recoil systems and that was the closest to it, sir. 
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Senator Moopy. When you say you found, you are speaking now in 
this present situation or in the Second World War? 

Colonel Mortarrry. No, sir, I was giving you the past experience. 

Senator Moopy. In the Second World War? 

Colonel Morrarrry. That is correct, of what they ran into. Now 
the struts are even more complicated. They figure, because this is 
an I-86 or an I-84, it means a fighter. 

Senator Moopy. F-86. 

Colonel Mortarrry. F-86; they think it is a light strut. It is not; 
it isa heavy duty strut. 

Mr. Noone. I would like to point out that the three companies who 
testified yesterday sent their engineers to our offices and looked at 
these prints. They impressed us as being qualified engineers. After 
looking at the detailed prints, they still were able to say they were 
qualified to produce the struts. 

Colonel Mortarrry. LT wouldn’t want to question the gentlemen be- 

‘ause, if they are engineers and particularly, hydraulic engineers, and 
if they had the experience or knew what they were t: king about, I 
wouldn’t say they are not right, sir. 

Senator Moopy. What you are telling us now is that the Buick-Olds- 
Pontiac Division of General Motors Corp. of North American Avia- 
tion had confidence in Delco to do this job and therefore they wanted 
to give it toa company they had had experience with / 

Colonel Mortariry. I would say that would be one of the principal 
things, because Delco has proven themselves all during the last war 
with capable management, capable supervision and a great number of 
their engineers on the B-24, B-25, and B-26 are their engineers today, 
sir, and they are experienced on the struts, which is a heavy-duty 
strut. The type of this strut is almost the weight of what the medium 
bomber was in the last war. 

Mr. Noonr. You say the strut is as heavy as the medium bomber 
in the last war ¢ 

Colonel Moriarrry. It is comparable to it. 

Mr. Noone. It is our understanding the strut weighs 900 pounds. 

Colonel Mortarrry. That is right. 

Mr. Noone. Was that the weight of the medium bomber ? 

Senator Moopy. You mean the strut on the medium bomber. 

Colonel Mortarrry. That is correct; the average one thinks because 
it is a fighter strut, it is small. I found out one thing—this may not 
be of particular concern in this matter—but in landing those ships 
over in Korea on the steel landing mats, they can only land three times 
and they tear the tires right off. That shows the shock they take 
coming down. That is ois I have been led to believe, through the 
engineering department of Wright Field, that they are considered 
heavy duty, which the average fighter in the last war didn’t have 
anything like that. 

Mr. Noone. Did you accept the recommendation of the Air Force / 

Colonel Mortarirry. We accepted the recommendations of the Air 
Force. 

Let me put it on this basis. After reviewing the application, what 
we were doing, and what they were doing, this, that, and so on, and 
then learning of the complete survey that hi ud been made by the Air 
Force, one item entered into it too. The Air Force was furnishing 
machine tools and equipment which previously had been used by the 
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same company that had been greased and put in storage and they were 
the same machine tools that they previously had used, on which they 
now were rehabilitating, and making adaptable to the present type of 
oh gear. 

Mr. Noone. As the chairman pointed out yesterday, our primary 
concern is this: A number of small manufacturing concerns have been 
coming to the committee, pleading for orders, saying they had idle 
facilities. Out of six inquiries, we came up with three manufacturers 
who said they were qualified. That was what prompted us to go into 
this in the first place. 

The testimony showed they were not approached on this contract. 
I wondered if the same thought came to your mind, that perhaps the 
Air Force had not exhausted all the possibilities before placing the 
contract with Deleo Products 

Colonel Mortarrry. Mr. Counsel, on that, it is pretty hard to go 
back — Monday morning quarterback myself. 

No. 1, I had confidence in the Air Force’s method of surveying. 

No. 2 when you survey 1,900—as Colonel Metzger said now, going 
close on to 2,300—somebody has to come up with something. I used, 
if you want to put it that way, a little horse sense. The Air Force, 
[ don’t believe, started the survey just shadow boxing for something 
or to set up something to back up something it wanted to do. The Air 
Force is very sincere, like all the Armed Forces are. They have a 
program which is very important to the defense of the country. 

Senator Moopy. They want the deliveries. 

Colonel Mortartry. That is correct, sir. 

So I don’t think they started out on that survey to have something 
to back them up, to say “No” on. I really believe they went out to 
try to find something. Who are we, sitting here in Washington, to 
say that survey is no good and say that we will start out and make 
our OWN survey. 

Mr. Noone. Let me raise a point right there, Colonel. It is your 
repay: is it not, to certify this expansion? If you are cer- 

ifying this expansion, you are supposed to satisfy yourself that other 
f uC iitie 's are not available. 

Colonel Mortarrry. That is correct. 

Let me change this around just a little. If it had been a company 
on this deal that we didn’t know a thing-about, had no idea whether 
they could build it or not, or this, that, or some other thing, we 
would have demanded—well, I would say—almost documentary evi- 
dence as to the entire thing. 

But here was a company that we knew, No. 1, no matter who the 
company would be that it was an outstanding producer and had been 
on large struts. After the exhaustive survey that had been made by 
Wright Field and by industry, they had decided on the Delco as being 
right. There was only one thing you could do, just look at the facts, 

I do say this: That if the facts appeared to us not to be satisfactory, 
why, we would go right back and say so. This is a deal slower, I 
believe which almost stands on its own merits, although we always 
take prec autionary measures not to rubber stamp any deal in our 
place. Mr. Mitchener has issued those instructions, and I try to 
follow them. 
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Senator Moopy. What you are saying is that as far as the evidence 
that was submitted to you was conc erned, there was no reason to hold 
it out. The Air Force had previously testified this morning, as you 
perhaps heard, that they left this decision to this industrial group. 
So the recommendation for this thing came through two Government 
agencies from the industrial group that this be done. Apparently, it 
did not come to the attention of either the Air Force or of your 
organization that there were other smaller businesses that were in 
the field for this sort of work. 

The Monroe Co. has testified that their officers did apply to a 
member of this industrial committee to do this sort of work, and 
drew a blank. That is about the way the facts lie. 

Mr. Noone. Did you, for exan iple, consult with your own Office of 
Small Business as to other possible contractors 4 

Colonel Morrartry. This is one particular instance where small 
business would have, as I say, in a prime contractual way, very little 
interest other than as a subcontractor or in combination, to get it 
through. 

As | say, again, when the—I wouldn’t say outstanding experts, but 
those acquainted with it—used all their skills and ingenuity and every- 
thing else, the case was so apparent, that we used our own judgment 
In going on. 

Senator Moovy. Mr. Slaughter, you are the small-business expert 
attached to this office, are you not ¢ 

Mr. Staucnrer. Yes; in DPA. 

Senator Moopy. Did this contract come to your attention as it was 
going through ¢ 

Mr. Siaucurer. Mr. Chairman, if I may refer to my notes here, I 
would say, in the weekly staff report to the Senate Small Business 
Committee of November 16, 1951, there appeared the following 
article : 

“OQ. K. in offing for materials and certificate for General Motors 
expansion.” 

‘That was the first time that situation came to my attention. I 
immediately contacted Mr. Vaughn. He is in the office of Industrial 
Resources, Air Forces. He assigned to Mr. Harold Boyer, Chairman 
of the Aircraft Production Board of DPA, in an effort to secure the 
Air Force expansion of the landing-gear program. 

Mr. Vaughn reported that the program determination had been 
made a year or a year and a half ago previously. In addition to the 
expansion in the facilities of the Air Force regular suppliers, Cleve- 
land Pneumatic Tool Co., Bendix, Menasco, and Axelson, the follow- 
ing companies were brought into the program: International Har- 
vester Co., A. O. Smith, Willys-Overland, Delco, and John Deere. 
Of these companies, Delco was the only one which required new build- 
ing construction. Mr. Vaughn felt th: at the program was well under 
way and that in the light of information at hand when the new sources 
were selected that a just decision had been made. 

Senator Moopy. Who is Mr. Vaughn ¢ 

Mr. Suaueurer. Mr. Vaughn is the Air Force re prese ntative, liaison 
officer, with Mr. Harold Boyer’s office. He is the Chairman of the 
Aircraft Production Board, DPA. 

Senator Moony. It was not brought to your attention that this com- 
pany, Monroe Co., had asked for this type of business ? 
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Mr. Staucurer. Well, in my report here, in my record of activities 
in relation to this, we were not informed of Monroe Co., or this other 
one you speak of—just the Omaha Industries. 

Senator Moovy. I see. 

What was your reaction to Omaha Industries? 

Mr. Siaveurer. Well, I worked with the Omaha Industries dur- 
ing the war. I was associated with the Smaller War Plants Corpora- 
tion and worked very closely with Mr. Kirkland and his group, and, 
knowing of their work during that period, I felt that I ought to chee k 
pretty closely with the Air Force and others interested in this par- 
ticular program, so I then contacted the Navy representative, Com- 
mander Rowinski, and related the situation to him. He advised me 
of the Navy’s aircraft-expansion program. 

Then I contacted Mr. Stults, a staff member here in the Senate 
Small Business Committee, and talked with Mr. Stults in an effort 
to find out what the facilities referred to in this article were. We 
had no knowledge of any facilities among the small concerns. 

Senator Moopy. By this article you mean the report put out by the 
staff ¢ 

Mr. Stavenrer. Yes. 

He told me that he had been advised that Omaha Industries could 
do the job. 

[ then got back in touch with the Air Force, the headquarters in 
Washington, and I was referred to Wright Field. I talked with 
Colonel Carter, Chief, Industrial Planning Section, at Wright Field, 
who, I understood, had direct charge of this activity for the Air 
Force. He unhesitatingly advised me that they knew of Omaha 
Industries and that they were not competent to do this job. Hestated 
that they were making an effort to get Omaha Industries in on sub- 
contracting work. 

I then called Mr. Kirkland, of the Omaha Industries, and inquired 
as to their desire and capability in producing aircraft-landing gears. 
He stated that they had contacted Wright Field for work, and if draw- 
ings and production- schedule requirements were available he could 
then determine if they could make the gears. However, they had 
never made any, although some pool members had done component- 
part work for Martin’s Omaha plant during the war. 

Senator Moopy. That did not seem to you to be adequate in answer- 
ing the inquiries; is that correct ? 

Mr. Saucier. I then contacted NPA’s aircraft division and spoke 
with Colonel Moriarity, and he reviewed, in substance, what he has 
related here today. 

I just could not put together the information I received from the 
interested sources within our office, NPA, the Air Force offices, to 
support Mr. Kirkland’s contention that they could do this job, and 
our interest was trying to see that we could get some work for them. 

I informed Mr. Stults of my findings in this case and told him 
that I would arrange a meeting here in Wi ashington and have all the 
interested parties in attendance; however, I wanted to do this promptly 
as we were holding up the case until they had an opportunity to review 
the information I had developed. In the interim I had talked with 
Mr. Ray, Mr. Scheier’s office, and asked him to hold up any further 
processing of this TA on Delco until we had this thing ironed out. 
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It appears today, too, that this difference has not been reconciled, 
but I felt that, from our point of view, in trying to assist small business 
and with respect to the authority that the Air Force has and the 
competency of our people, technical people, that they could determine 
pretty well whether they had an acceptable source. 

Senator Moopy. I certainly agree that the first consideration has 
to be the competency of the delivery and the building of the item 
that you are ordering, You cannot merely, for the sake of giving 
a job to somebody, take a chance on that. 

Mr. Staucurer. Mr. Chairman, after that, I again contacted Mr. 
Stults. Ie advised me later that he felt that we should mutually not 
interpose any further effort to retard or delay the processing of this 
TA. So I advised Mr. Ray in the Tax Amortization Division of the 
situation, and that was on December 10. 

I talked with Mr. Kirkland and renewed our acquaintance of war- 
time and suggested that he drop into the office the next time he came 
to Washington. 

I guess he hasn’t had an opportunity to do that; however, a Mr. 
Tyler, an aircraft adviser to Mr. Kirkland in the Omaha Industries, 
stopped by the office a couple of weeks ago and we reviewed this whole 
situation and came to this conclusion: That we could be most helpful 
to try to get them into component-part work or subcontracting work. 

[ again contacted the Air Force in an effort to have them stimulate 
their efforts in getting Omaha Industries in on some contracting. 

Senator Moopy. I can readily see why you might feel that was 
the course in that respect with regard to Omaha Industries. 

Mr. Noone. Mr. Slaughter, referring to your testimony concerning 
your discussions with Mr. Stults, would you repeat the result of your 
tinal conversation with Mr. Stults/ 

Mr. Stavcurer. Yes,sir. I have just two brief paragraphs. 

I informed Mr. Stults of my findings in this case and told him that 
I would arrange a meeting here in Washington and have all the 
interested parties in attendance, however, I wanted to do this promptly 
as we were holding up the case until they had an opportunity to review 
the information I had deve lope “l. 

Mr, Stults, after consulting with Mr. Henderson, staff director of the 
Senate Small Business Committee, advised me that the committee did 
not want to be put in the position of sponsoring any one company or 
pool. I can well see that. 

Mr. Noone. Surely. 

Mr. Stavcurer. He only provided me with this information to that 
degree. I told him my desire in getting this was so, if we could be 
helpful to anybody, regardless of whether it was a pool or company or 
anything else, we wanted to do it. 

They accepted the data prese nted and suggested that we go ahead 
with the program without further delay. I then called Mr. Ray and 
advised him of my findings and stated ‘that this office was withdraw- 
ing its request to stop action on the amortization request in this case. 

Mr. Noone. I would like to note at this point that we have discussed 
this fully with Mr. Stults and Mr. Henderson. 1 would like to elabo- 
rate a little bit on their point in taking that stand. It was that they 
did not have the responsibility for placing this contract or saying who 
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should get it. Their sole purpose in calling this to the attention of 
your office was to assure themselves that NPA was aware of the situa- 
tion and that NPA was dischar ging its responsibility by assuring itself 
that small manufacturing concerns were not being neglected in this 
procurement. Is that your understanding? 

Mr. Staveurer. Wholly. 

Mr. Counsel, I have had the privilege of working with your com- 
mittee and your predecessor committees for nearly 10 years and we 
have always received excellent cooperation. I believe that you pro- 
vide us with information that is extremely helpful at the time we need 
it, and we try to reciprocate as much as we can. 

Mr. Noone. I know personally that is true. We have had excellent 
cooperation with your office. 

The fact remains, however, Mr. Slaughter, that you first learned 
of this procurement when you read the item in the weekly staff reports; 
is that correct? 

Mr. Staveuter. That is correct. 

Mr. Noone. Returning to Colonel Moriarity, did you, Colonel, check 
the pooling section of NPA or DPA when this contract came to your 
attention, to see if there might be defense production pools that might 
qualify to handle this contract ? 

Colonel Mortarrry. Our main checking was with the results of the 
committee on this particular or peculiar type of production. 

Senator Moopy. You are speaking of the Industry Committee ? 

Colonel Moriarrry. That is correct, sir. We checked with Wright 
Field, which was operating in a supervisory capacity. 

Out of the 1,900—it was eventually 2,300—we naturally took into 
consideration that industry was covered very broadly—medium, small, 
ind large companies—because I believe that on that survey they were 
not only looking for prime contractors but good, reliable sources for 
subcontractors. So we believe the entire field had been covered from 
the small-business, medium-size business, and the large-size business 
point of view. 

Mr. Staventrer. Mr. Chairman, may I add just a very brief 
statement. 

We now have set up in the Office of Production, DPA, a Facility 
Review Board, which takes a look at requests of this nature. I think, 
when the total amount is $1 million or more of building of facilities, 

takes a look at it. This activity was inaugurated, I think, in the 
early part of November, the middle of November. However, it was 
just after this situation. We would have this come to our attention. 
We have taken steps to bring cases like this to our attention from the 
small-business standpoint that we didn’t have previously. 

Senator Moopy. I see. 

I would like to make it clear that this committee inquired into this 
case for a number of reasons, one of which is the fact that, while it 
realizes that it is necessary to build a large number of plants to meet 
the requirements of the military program, if a plant is not necessary, 
it should not be built in these times. 

I think it has been quite interesting to follow this case through, and 
we are going to get a report from the Air Force on whether or not 
the facility of Monroe Auto Equipment Co. should not be used in this 
case. Of course, that is up to the proper agencies of the Government. 
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This committee has no authority to tell them what to do nor will it 
try to tell them what to do. It is a good thing, we feel, to have the 
facts on the record, and it appears that there is one company here that 
testifies that it did apply for this business and didn’t get it. It did 
submit evidence which, on the face, appears to indicate it is a qualified 
organization to handle this business. 

It is too bad we had to delay the luncheon of you gentlemen. It is 
a little late. The committee will now adjourn. 

Colonel Mortarrry. Thank you, sir. 

(Whereupon, at 1: 05 p. m., the committee adjourned. ) 
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DEPARTMENT OF THE AIR FORCE, 
OFFICE OF THE SECRETARY, 
Washington, February 19, 1952. 
Hon. BLAIR Moopy, 
Chairman, Military Procurement Subcommittee, 
Nelect Committee on Small Business, United States Senate. 

DreAR Mr, CHAIRMAN: At the time of your subcommittee’s hearing on the Air 
Force landing gear program on January 31, you asked that we submit informa- 
tion as to the consideration given to the Monroe Auto Equipment Co. in connection 
with that program. There is enclosed the report on this matter submitted by the 
Air Matériel Command. 

The report also discusses the consideration given to the American Bantam Car 
Co., Which is a part of the Monroe Auto Equipment Co. 

Sincerely yours, 
Ropert EE. L. EATON, 
Brigadier General, USAF, Director, Legislation and Liaison, 


HEADQUARTERS, ATR MATERIEL COMMAND, 
WRIGHT-PATTERSON Alr FORCE BASE, 
Dayton, Ohio, February 8, 1952. 
Subject: Supplemental information on Monroe Auto Equipment Co., Monroe, 
Mich., requested by Senator Blair Moody. 
To: Director of Industrial Resources, Headquarters, USAF, Washington 25, D. C. 
Attention : General Miller, AFMIR. 

1. At the conclusion of the open hearings conducted in Washington on January 
31, 1952, by Senator Moody, chairman of the Senate Subcommittee on Military 
and Procurement, additional information was requested by the committee relative 
to Monroe Auto Equipment Co. and our consideration of that organization in the 
landing gear production program. At the time of the hearings, the Air Force 
representatives were unable to present complete information because the cor- 
porate relationship between Monroe Auto Equipment Co. of Monroe, Mich. and 
the American Bantam Car Co. at Butler, Pa., had not been established. The 
Monroe Auto Equipment Co. has subsequently been contacted by representatives 
of this command and further research of our records has been accomplished. 
We have been informed by Monroe Auto Equipment Co. that the American 
Bantam Car is a part of their organizational structure and that the facility 
which was considered for landing gear production in all of our negotiations was 
their subsidiary, the American Bantam Car Co., at Butler, Pa. The results 
of our further investigation are transmitted herewith so that a proper reply 
may be prepared to comply with Senator Moody’s request. 

2. The actions that were taken by the Air Force with relation to both Monroe 
Auto Equipment Co. and American Bantam Car arranged in chronological 
order are as follows: 

(a) October 16, 1949 

MB Forms 105, Request for allocation of industrial capacity were transmitted 
from Headquarters, AMC to American Bantam Car at Butler, Pa., through the 
New York district office for processing. This Form 108 contained items of 
landing gear. 

(b) November 14, 1949 

The Monroe Auto Equipment Co. of Monroe, Mich., was surveyed by the district 
office in connection with the Munitions Board program for allocation of in- 
dustrial capacity DD Form 104 was prepared. Monroe Auto Equipment Co. 
failed to list among the items preferred for wartime production, the item of 
landing gear. 


64 


4 











i ha 


SMALL BUSINESS AND MILITARY PROCUREMENT 65 


(c) November 18, 1949 

A request was originated by Headquarters, AMC, to American Bantam Car 
relative to their participation in a planning program for production of landing 
gear. No answer to this inquiry was received. 
(d) June 138, 1950 

Headquarters, AMC, requested the New York Procurement Field Office to 
determine the amount of open capacity at American Bantam Car which could 
be used for landing gear production in the event of mobilization. 


(e) July 10, 1950 

The New York Procurement Field Office advised Headquarters, AMC, by letter 
that approximately 250,000 square feet of space possibly could be made available 
at American Bantam Car for mobilization production of landing gear. (The 
American Bantam Cor facility at Butler, Pa., is under the planning cognizance 
of the Ordnance Department of the Army.) 
(f) July 28, 1950 

The New York Procurement Field Office advised Headquarters, AMC, after 
further investigation that American Bantam Car was in dire financial straights. 
The company was in receivership and if production orders for items which they 
could produce immediately were not forthcoming, the company would have to be 
liquidated. 


(g) Ne ple mober 8, 1950 

A letter was received by the Landing Gear Industry Mobilization Planning 
Group from American Bantam Car indicating an interest in landing gear pro- 
duction. 
(h) September 19, 1950 

The New York Procurement Field Office submitted a report of a survey of 
the American Bantam Car Co, which indicated the availability of a very little 
equipment which could be applied to the landing gear program. ‘This field report 
concluded that the facility could best be utilized in the interest of the national 
defense effort for production of items other than landing gear. 
(i) October 17, 1950 

The name of the American Bantam Car Co. was presented by Headquarters, 
AMC, to the Landing Gear Industry Mobilization Planning Group, as a source 
which should be investigated for production of landing gear. The Planning 
Group was requested to resurvey American Bantom Car. 
(j) October 18, 1950 


Representatives from Monroe Auto Equipment Co., Monroe, Mich., visited 
Headquarters, AMC, relative to the use of the American Bantam Car Co, for 
production of landing gear. They were referred to various representatives of the 
strut industry for a survey for possible subcontract support of the then current 
procurement program, 

(k) January 4, 1951 

The American Bantam Car Co. was again surveyed by representatives from 
the Landing Gear Industry Mobilization Planning Group. This survey sub- 
stantiated the findings of the New York Procurement Field Office and indicated 
that the facilities available could possibly be used only for subcontract work on 
medium size parts for landing gear. 

(l) May 9, 1951 

Headquarters, AMC, received a letter from the New York Procurement Field 
Office advising that the American Bantam Car Co. being in receivership, could 
not process the Munitions Board forms for allocation of industrial capacity, 
while court action relative to the organization was pending. 

(m) June 8, 1951 

Headquarters, AMC, was advised by the New York Procurement Field Office 
that due to the financial organizational status of the American Bantam Car Co., 
no further action relative to production or planning could be taken. The 
letter further agreed to transmit additional information to Headquarters, AMC, 
as it became available. 
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(n) December 6, 1951 


Cleveland Pneumatics Tool Co. contacted American Bantam Car requesting 
quotations on five (5) subcontract parts. 


(0) December 18, 1951 


Cleveland Pneumatic Tool Co. was advised by American Bantam Car that they 
could quote on four of the five parts submitted to them. (In the intervening 
period, production subcontracts for four of the five parts had been let to 
another source. ) 


(p) January $1, 1952 


Representatives from Cleveland Pneumatic Tool visited Monroe Auto Equip- 
ment Co., Monroe, Mich. Their survey indicated that the organization was a 
very capable organization, highly integrated for production of small items in 
volume. They concluded that no equipment which could be applied to landing 
gear productiou was available in the Monroe facility with the exception of some 
screw machines. 

(q) February 5, 1952 

Representative from AMC visited Monroe Auto Equipment Co. Company 
officials indicated that they would be interested in any future landing gear 
production program, and asked that their facility be considered in our planning. 
However, the Monroe facilities could participate in such production to a minor 
degree. 

3. From the above it is concluded— 

(a) That the Air Force could not afford to gamble for the production of an 
item as important as complete landing gear at American Bantam Car Co. due to 
its unstable financial and organizational status. 

(>) That the amount and type of equipment available at American Bantam 
Car for participation in a landing gear production program did not place the 
organization in a competitive position with other companies being consdered. 

(c) That the know-how in the production of landing gear possessed by Monroe 
Auto Equipment Co. or American Bantam Car Co. did not compare favorably 
with that of other companies being considered. 

(d@) That the American Bantam Car facility could best serve the interest of 
national defense by being employed for production of other types of defense items 
for which they are better equipped. 

(e) That in any landing gear production program, either current or future, 
only minor piece part work would be accomplished at the Monroe, Mich., facility. 
The bulk of the production would be placed in the facilities of American Bantam 
Car at Butler. 

(f) That the extent of the investigation of the Air Force with relation to 
Monroe Auto Equipment Co. and American Bantam Car Co.’s participation in 
the landing gear manufacturing program was comparable and in consonance 
with the over-all Air Force policies, generally applicable to procurement proced- 
ures, 

For the commanding general: 

K. D. METZGER, 
Colonel, USAF, Chief, Industrial Resources Division. 
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STATEMENT OF Hersert H. Scuerer, Director, Tax AMORTIZATION DIVISION, 
OFFICE OF RESOURCES EXPANSION, DEFENSE PRODUCTION ADMINISTRATION 


(This statement is submitted in response to letter from the Hon. Blair Moody, 
chairman of the Subcommittee on Military Procurement, to Mr. Byron D. Wood- 
side, Assistant Deputy Administrator of the Office of Resources Expansion, 
Defense Production Administration, dated January 23, 1952) 

Mr. Chairman and members of the committee, it is my understanding that you 
wish to be informed particularly as to the action taken by the Defense Production 
Administration on the application of General Motors Corp. (Delco division), 
File No. TA-11248, for a certificate of necessity for accelerated tax amortization 
under section 124A of the Internal Revenue Code. 

The above application was filed with DPA on June 15, 1951. The application 
was referred to the Facilities and Construction Bureau, NPA, for report and 
recommendation. The Facilities and Construction Bureau referred the appli- 
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cation to the Industry Operations Bureau, NPA, for an industry operations 
report. That Bureau in return referred the case to its Aircraft Division. The 
industry operations report was returned to the Facilities and Construction 
Bureau, NPA, on August 31, 1951. The report and recommendation from the 
Facilities and Construction Bureau, NPA, was received by the DPA on November 
6, 1951. It stated, among other things, that there was a national shortage of 
facilities to meet defense requirements for the materials to be produced by the 
proposed expansion, and that the expansion was necessary in the interest of 
national defense. NPA recommended that a necessity certificate be issued. DPA 
reviewed the application, the report and recommendation received from NPA, 
endorsements received from the Air Force, and other pertinent papers in its 
files. It also made further investigation as hereinafter set forth. A necessity 
certificate for 65 percent of the cost of facilities estimated at $7,016,573 was 
issued on December 12, 1951. 

The application requested certification of facilities at Dayton, Ohio, in the 
amount of $7,500,000, consisting of land and land improvements in the amount 
of $1,322,000, and building and other fixed installations in the amount of $6,178,- 
000. The application states that the materials to be produced with the proposed 
facilities are: “F—84 and F-—86 landing gear struts, diesel tank generators, Allison 
starter-generator, shock absorbers, helicopter blade dampers, Sperry gyro 
assemblies, and pump motors.” 

An exhibit to the application lists the estimated annual production (sales 
value) of the proposed facilities as follows : 


! 
i 
Product } Customer Annual sales 
} value 
Tank generator . | Detroit Diesel, Detroit, Mich $12, 810, 000 
Tank chassis, 249-inch shock absorber. | Ordnance Tank Automotive Center, De- 3, 495, 300 
troit, Mich 
lank pump— Buick transmission Buick motor division, GMC, Flint, Mich 4, 968, 000 
Estimated subtotal, Ordnance 21, 273, 300 
Starter generator—jet aircraft Allison division, GMC 3, 825, 000 
Landing struts, F-S4 Buick-Olds-Pontiae division, GMC 32, 880, 000 
Landing struts, F-86 (main and nose North American Aviation Co., Kansas City 15, 720, 000 
{National Cash Register Co., Dayton, Ohio 
Sperry gyro bracket assembly : International Business Machines Co., Endi-} 7, 560, 000 
{ cott, N. ¥ 
Helicopter blade damper Piasecki Helicopter Corp., Morton, Pa 3, 463, 200 
Fuel booster pump motors Thompson Products, Cleveland, Ohio 5, 040, 000 
! . 
Estimated subtotal, Air Fores 68, 488, 200 
Estimated grand total 89, 751, 500 


The application also disclosed that the applicant had been awarded a facilities 
contract by the Air Force in the amount of $2,500,000, by which the Air Force 
would supply, or have the applicant purchase for the Air Force account, machin- 
ery and equipment for the proposed plant in the amount stated. 

With its application, the applicant had filed photostatic copies of two letters. 
The first was from the Air Matériel Command, Wright Field, to the applicant, 
dated January 4, 1951, in which the applicant was advised that (1) production 
sources in addition to those currently existing were required to meet the demands 
for production of landing gears under the recently declared national emergency ; 
(2) in view of the applicant’s landing-gear production record in World War 
Il, the applicant was requested to indicate whether it was willing to initiate 
operations immediately; and (3) the Bureau of Aeronautics of the Navy had 
been requested to furnish information as to whether they wished to pursue a 
parallel course to have the applicant engage in the production of landing gears 
for Navy planes. The second was from the applicant to the Air Matériel Com- 
mand, dated January 10, 1951, in which the applicant indicated that it was 
ready to assist the Air Force in any way possible in the current emergency and 
was particularly interested in the production of landing gears for the Air Force 
and the Navy. Applicant also stated that it would lfke to start production at 
the earliest possible date. 
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The DPA file disclosed that under date of August 24, 1951, the Air Force had 
informed NPA in respect to the instant application and others that the Depart- 
ment of the Air Force considered— 

“(a) That the products under the contracts listed are necessary in connec- 
tion with the Air Force procurement program. 

“(0) That the expansion of the facilities listed in the applications is 
deemed necessary to national defense in order to make possible and to 
expedite said necessary products.” 

On September 7, 1951, the Department of the Air Force advised DPA that it 
considered the issuance of necessity certificate on the instant application as 
being urgent to the procurement program. 

After the receipt of the report and recommendation from NPA, and upon 
being apprised of the interest of this committee in the application, DPA dis- 
cussed the application with the Aircraft Division of NPA. DPA was informed: 
(1) that NPA investigation showed that the Air Force Matériel Command at 
Wright Field had been making a survey for the past 3 years of the entire military 
aircraft landing gear program, and with full knowledge of all available facilities 
and potential suppliers had recommended the applicant as being one of the ap- 
proved sources for the supply of landing gears; (2) that the Air Force in its 
search for acceptable suppliers in the strut and landing gear program had invited 
manufacturers throughout the country to submit proposals and had sought out 
all known suppliers qualified to engage in the program; (3) that because pro- 
duction of landing gear assemblies requires very precision close tolerance opera- 
tions, many companies were not interested due to the exacting inspection require- 
ments, the amount of finance required to handle such projects and the fact that 
experienced hydraulic engineers trained in this particular field were difficult 
to secure; (4) that the Air Matériel Command requested the Delco division of 
the General Motors Corp. to undertake production of struts and landing gears 
and to provide facilities for the manufacture of these items because it had the 
necessary experience and know-how from large-scale operations on such items in 
World War II; had the engineers and production organization to do the job; 
had the skilled labor to put into the operation with a minimum of training; and 
had the financial capacity to provide the required facilities without Government 
assistance; (5) that no suitable building was now available for the contemplated 
operation; (6) that struts and landing gear operations would cover about one- 
half of the facilities covered by the subject application; (7) that initially 22 
percent of the work would be subcontracted to a large number of small companies 
and that the number of subcontractors would increase: (8S) that among the 
machine tools and other equipment that would be supplied by the Air Force 
under its facilities contract, many of them had been used by the applicant in its 
landing gear program in World War II. 

In the course of this investigation, the Office of Resources Expansion also 
conferred with Mr. B. K. Slaughter, in charge of small business in the Office of 
Procurement and Production, DPA. Mr. Slaughter advised the Office of Re- 
sources Expansion that he had considered the instant application with both the 
Navy and the Air Force and with Mr. Laurence G. Henderson, staff director of 
this committee. After completing his investigation, Mr. Slaughter informed the 
Office of Resources Expansion that the issuance of a certificate of necessity need 
not be withheld if the application and recommendation were in order and the 
applicant was otherwise qualified 

On the basis of the above facts, the Office of Resources Expansion, DPA, 
concluded 

(1) That NPA was satisfied that the Air Force had made a thorough survey of 
all available capacity in the country for the production of struts and landing 
vears before it awarded a facilities contract to the applicant and requested the 
applicant to engage in the production of those items ; 

(2) That NPA was fully informed of the nature of the survey; that NPA 
regarded it as adequate; and that the action of the Air Force and the report 
and recommendation of NPA were well founded ; 

(3) That there was a shortage of facilities for the production of struts and 
landing gears; 

(4) That an expansion of such facilities was necessary in the interest of 
national defense ; 

(5) That the applicant was qualified to accomplish the production requested 
of it; and 
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(6) That the facilities applied for, subject to certain deductions, were eligible 
for certification, and proper to be certified, under section 124A of the Internal 
Revenue Code. 

Accordingly, DPA issued a certificate of necessary on December 12, 1951. 

Respectfully submitted. 

HerBert H. SCHEIER, 
Director, Tax Amortization Division, 
Office of Resources Expansion, DPA. 





